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Taz DEPENDABILITY of International 
Trucks has earned them that favorable des- 
ignation from the public utility industry. 


Yes, they’re regular as clockwork—on 
the job with long, trouble-free service. 
That's one reason why more heavy- 
duty International Trucks have served 
American commerce and industry for 
the last 15 years than any other make. 


Another reason is the International 
Truck service facilities available within 
easy driving distance of every point in 


Qa Motor Truck Division 


the United States. This service is 
specialized truck service, the kind that 
provides rock-bottom operating costs. It 
is supplied by thousands of International 
Dealers and by International Branches, 
the nation’s largest company-owned 
truck-service organization. 

Of particular interest to the utility in- 
dustry is the completeness of the Interna- 
tional Line, which includes a truck of the 
right type and power for every utility 
job. That means the right truck is recom- 
mended—the right truck for your work. 


Tune in James Melton on 
“Harvest of Stars” Every Sunday! 


INTERNATIONAL HARVESTER COMPANY Nic Nersort, Sec sour womeponer 


180 North Michigan Avenue «+ 


Chicago 1, Illinois 


for time and station. 


{\ Mm / 
[INTERNATIONAL] 
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ET AGOOD REGULATOR 


—Then Stick to it! 


A gas pressure regulator is a device of such strategic importance that 
only the best is good enough. Trying this regulator and that regulator, ex- 
perimenting with little known brands, may save a few cents in cost, but 
most utilities and service organizations have found that in the end it pays 
to standardize on the one you are sure is reliable. 





One effective way to cut down service calls and complaints on bills, 
and to help give the customer the full benefit of all the gas that goes 
through his meter, is to recommend and install a thoroughly dependable 
regulator. Made for many years, Barber Regulators rank with the finest, 
for they are correctly designed, and expertly built of the proper materials. 
You and your customers will be pleased with the fine service of these 
regulators. . 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regua- 
lators., 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes 4%” up. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, _Ohio 


. SARBER cncssune REGULATORS 


ther Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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it stands up anywhere 
on its own feet. 


@ This improved No. 1R 
gives you pipe threading 
speed and convenience 
you’re not used to finding in 
a l” to 2” poster die stock. 
Mistake - proof workholder 
sets to size quickly, only 1 
screw to tighten on pipe .. . 
no bushings to bother with. 
Direct action threading, no 
wobble — full-floating posts 
only taper threads. Fast 
smooth-threading alloy or 
high-speed steel dies, rugged 
steel - and- malleable con- 
struction for long use. Pop- 
ular price—ask your Supply 
House. 


Has the famous RIFAID 
quick-setting workholder 









WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY « ELYRIA, OHIO, U.S.A. 
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EVERAL weeks ago the Federal Com- 
munications Commission issued a 
“proposed report” on the use of record- 
ing devices in telephone conversations. 
There seems to be some confusion about 
the significance of the interim order of 
the FCC. “Press releases” gave the im- 
pression that the FCC had given a green 
light to the “‘tattle-tale” telephone (which 
means the surreptitious use of a recorder 
to make a record of a telephone conversa- 
tion without the knowledge or consent of 
one or more parties ). 


FURTHERMORE, the FCC contributed, 
doubtless unwittingly, to this misappre- 
hension by slanting its press release in 
such a way as to play up the legitimate 
use of the recorder and play down the 
necessary qualifications which the com- 
mission’s own proposed order requires in 
connection with the use of recorders. 
While it is true that the recorder, when 
used under proper circumstances, was 
declared to be a legitimate commercial 
and government practice, the real gist of 
the commission’s report was the fact that 
the abuse of the recording device—in 
other words, the “tattle-tale” telephone 
—would, in effect, be outlawed. 


THE opinion goes on to describe how 
such notice will be given—namely, auto- 
matic tone warnings repeated at regular 
intervals during the recording process 
—so as to put the telephone listener on 
notice. This is to be supplemented by 
telephone directory listings which would 
place an asterisk or other special mark 
or indication alongside the names of sub- 
scribers who have recording devices. 


OF course, the commission’s proposed 
report goes on to say a lot of nice things 
about the legitimate use of the recorder 
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—how the Navy has found it of great 
help during the war, how the use has 
grown in recent years, and how valuable 
it has become generally as a legiti- 
mate business aid. All this is true, and 
nobody in particular has denied it. The 
FCC noted that the telephone industry 
did not oppose the recorder, per se. The 
only problem is how to prevent this valu- 
able business appliance from being mis- 
used. 


HE indicated action, in this case, is 

that the telephone companies are go- 
ing to be made the guardians of the prop- 
er use of recording devices, through 
physical connection to the telephone lines. 
Any other form of telephone recording 
equipment will be outlawed. And even 
those recorders which are physically con- 
nected will have to be operated so as to 
put parties to the conversation on notice. 


Wuat about the practicality of the 
commission’s order? That is quite an- 
other story. The commission itself recog- 
nizes that there are three different kinds 
of recorders, only one of which is physi- 
cally connected with the telephone lines. 
(And that, as we have seen, is to be the 
only type lawfully operated under the 
proposed report.) The other two types 
are: (1) The acoustical type, which con- 
sists of a microphone placed near enough 
to the telephone to pick up conversations ; 
(2) the induction type, which receives 
signals without any direct physical con- 
tact. 


THE use and nature of a recording de- 
vice is a matter of such common knowl- 
edge in modern times, it is hard to see 
how a prohibition against it would have 
any more practical effect on widespread 
usage than the prohibition which is found 
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Put it Out with GRINNELL MULSIFYRE 


When such a seemingly unimportant item as a 
bushing failed —a transformer in an impor- 
tant sub-station was enveloped in blazing oil. 
Hose streams were inadequate to cope with 
the situation. Damage amounted to thousands 
of dollars before the fire was controlled. 
Time and again it has been proved that the 
unusual nature of oil fires in transformers and 
other electrical equipment calls for more than 
old-fashioned fire-fighting methods. It requires 
the positive protection of a Grinnell Mulsifyre 
System — engineered to kill such fires fast. , 
Grinnell Mulsifyre Systems have gained wide 
acceptance on a proved effective principle— in 
which blazing 


oil is emulsified 
with a driving 
spray of water. 
The oil is turned 


into a liquid which is incapable of burning - 
the fire is extinguished in a few seconds—reigni- 
tion is prevented. 

There is absolutely no conductivity along the 
discharge of a Mulsifyre projector when spra 
strikes conductors carrying high voltages. Mal. 
sifyre Systems are permanently installed — are 
constantly on guard when operated automati- 
cally - or may be operated manually. 


Recommended by Underwriters’ Laboratories 
for use in extinguishing fires in flammable oils 
immiscible in water, wherever such oil is a fire 
hazard—in transformers and other oil-filled 
electrical equipment. 

Don’t wait for fire to strike. Provide this 
24-hour-a-day protection for your equipment 
from now on. Grinnell engineers will help you 
plan protection for your specific needs, 


omni. & COMPANY 


Executive Offices: Providence 1, R. I. 
Branch warehouses in Principal Cities 
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in most state laws against playing poker 
for money. 


FURTHERMORE, if a person wanted to 
go to some trouble he could even rig up 
a simple device that would catch the con- 
versation going both ways without even 
making physical contact with the tele- 
phone facilities. 


THE commission evidently recognizes 
the possibility of this type of abuse, 
which would be purely a case of estab- 
lishing a “‘tattle-tale” telephone. But the 
commission probably recognizes, as well, 
its own limitations, It can issue orders 
against that sort of thing and even call 
it unlawful, But like the citizen-poker 
players, people who want to indulge in 
such practices are probably not going to 
give a second thought about whether they 
are violating the Communications Act. 


Tue leading article in this issue, given 
over as it is to the “‘tattle-tale” telephone, 
brings to mind an amusing warning which 
the impish New Yorker magazine recent- 
ly issued to the FCC—regarding the lat- 
ter’s suggestion that telephone compa- 
nies put an asterisk in the directory list- 
ing for every subscriber who uses a re- 
cording device. “Where is this sort of 
thing likely to end?” asks the New 
Yorker. 


Ir the asterisk is to denote the 
use of a recorder, the directories will 
probably have to use a dagger symbol 
some years hence to denote the use of a 
visual telephone attachment—so that a 
fellow would know whether or not he had 
to put on his pants before answering the 
telephone. After that there would prob- 
ably be a double dagger for those tele- 
phone subscribers who use automatic 
secretarial devices to take messages while 
the party is absent. 


poy there on out, we can see plenty 
of trouble, with different symbols to 
denote the use of a lie-detector attach- 
ment on the telephone (what a perfectly 
horrible thought, that!), and so on and 
on until the telephone directory would 
become as complicated and incompre- 
hensible (to some of ug, at least) as a 
railroad time-table. 
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Tue New Yorker concluded quite so- 
berly, “The FCC ought to think twice 
about what it’s doing!” We hope that 
Messrs. Denny, Walker et al. give our 
contemporary’s warning a certain amount 
of thought. 


INCIDENTALLY, there probably are 
some admirers of social regimentation 
and mass cataloguing, among us, who 
would welcome the use of such an inno- 
cent device as a telephone directory to 
turn it into a complete dossier of every- 
body in the community. One little dingus 
would indicate whether or not the party 
had paid his telephone bill. Another, 
whether he ever pays any bills. Politi- 
cians would find it handy to take a quick 
canvass on party issues, if the directory 
listings distinguished between Demo- 
crats, Republicans, Mugwumps, and so 
forth. Whether a party attended church 
(and which church), played bridge, or 
golf (handicap listed, of course), 
smoked, chewed, cussed, or drank high- 
balls, how old he or she was (or said she 
was), height, weight, complexion—all 
could be spread on the record for the 
world to see, through the single medium 
of the telephone directory with a lot of 
specialized symbols. 


THINK what a thrill the romantic set 
would get out of scanning the directory 
listings to find out if that certain charm- 
ing person they met at a cocktail party 
last evening is registered as single, mar- 
ried, divorced, eligible bachelor, and so 
forth. 


AND think of the grief of the tele- 
phone company responsible for rating 
the beauty and personality index of the 
fair sex subscribers. Truly the New 
Yorker can complain that the FCC should 
weigh carefully further steps in tamper- 
ing with the good old telephone book. 
There ought to be some limit to what 
you can find out—even in the yellow 
section. 


THE next number of this magazine 
will be out December 19th. 
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Visible Record Control Systems provide new efficiency in 
every department, assuring maximum speed of posting and reference! 


Modern filing equipment ..4 cyxems make faster finding of records 
when wanted. Use the new Aristocrat steel files in Gray-Rite finish! 





OORDINATE Records and Equipment 
and win praise from all Departments! 





Fire Protection safeguards vital records of every kind. New loose 
feFiles, Safe-Ledger Trays and Saf- Cabinets are again available. 


any operating officials are imple- 

enting programs that envision 

ng-range economies by installing 
ord systems and equipment that 
coordinated for maximum operat- 

g efficiency. 

Improved record control and ref- 
ce techniques of many types, 
eloped to speed war production, 

n now be applied advantageously 
increase economy in production, 


sales, accounting and personnel ad- 
ministration. 

Our complete line of modern office 
equipment is designed to supplement 
the value of these systems with 
improved performance, structural 
strength and appearance. 

A staff of Systems Technicians is 
available in all principal cities to co- 
operate with your executives. They 
can help you institute a study— 


been developed for greater convenience, long wear 


leaf binders in compression, prong and ring styles have 


economy. 


department by department—with a 
view to helping your entire organi- 
zation get its work done with less 
effort, at less cost. 


Call on them at any time. 
xx*rt 
AN UNUSUAL AND TIME-WORTHY REVIEW 

Simplified methods of administrative control 
successfully used in 136 p 
ere described and pictured in our brochure 
“Graph-A-Matic Management Control.” Free 
to executives from our nearest Branch Office — 
or write to us for a copy. 





315 Fourth Avenue, 
Sraon CLMUNGTON Rated 32.0 
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GOVERNMENT- OWNED SURPLUS 


wnannnnnnnn-=---- TURBO CENERATORS- 


Twelve Turbo Generator Sets—Unused 


located at Todd Pacific Shipyards, Tacoma, 
Washington. Specifications —Generator: 500 
KW at 80% P.F.; 450 volts, 3 phase, 
60 cycle, 1200 RPM. Turbine: 425 PSI, 
705° F., 28” HG. Exciter: 7144 KW, 120 volt 
DC, Shunt wound. Manufacturer: Allis 
Chalmers. Reduction Gear: 5645/1200 RPM. 
Falk Corp. Single Helical Type. 

The Turbo Generator Sets can be inspected 
at Tacoma, Washington. Mail your bid in a 
sealed envelope marked “Offer to Purchase 
Turbo Generator Sets” to WAA, 1409 Sec- 
ond Avenue, Seattle, Washington. 


--STEAM TURBINES.- 


Sixty-four Steam Turbines—Unused 


located at Navy Redistribution Center, 
Canal and Mill Streets, Lawrence, Mass. 
Specifications—Steam Turbines: 375 PSI, 
440° F., Exhaust Pressure 10 Ibs. gauge, Model 
VB40, Stationary Type. Manufacturer: B. 
F. Sturtevant Co. 56.5 H.P. 


The Steam Turbines can be inspected at 
Lawrence, Mass. Mail your bid in a sealed 
envelope marked “Offer to Purchase Steam, 
Turbines” to WAA, 619 Washington Street, 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 















—MOoNTAIGNE 








“What we need today is a ‘truth in politics act’ to match 
the ‘truth in securities act’ clause for clause.” 





> 


“Frank recognition and understanding of past blunders 
is a form of insurance against committing future ones.” 


¥ 


“The labor group should be the most concerned about 
increasing the productivity of our industrial system.” 





* 

“The press has its faults arising*out of human nature, F 
but they are not to be blue-penciled out of existence by F 
political regulation.” - 

fy 
. ae , fa 

“It is hard for a commuter, finding his daily routine th 
interrupted by a strike, to remember that only in a dic- w 
tatorship are there no strikes—but at what a price!” bet 

a 





“Industry must put its cards out on the table if it is to 
be effective for the long pull. It must take its case directly 
to the public . . . And it must not pull its punches.” 


aa 


“In spite of our present difficulties, there is no reason 
to be pessimistic concerning the future of American in- 
dustry. The causes and remedies of our present probes 
are within our own experience.” 


* 


“The real test now faces America. The future of our 
economy depends upon the behavior of pressure groups. 
If they adopt the national welfare as their yardstick, we 
can resolve our economic difficulties. The issue is whether 
we can live as a free people in a free economy.” 


* 


“Big government is probably the greatest deterrent to 
normal economic recovery. It bows to the dictatorship 
of pressure groups but it neglects to promptly settle the 
most pressing problems of the ordinary industry or citi- 
zens who cannot bring vote pressure to bear.” 
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EGISTRATIONS SHOW IT— OPERATORS KNOW IT! 


: |"FORD 
RUCKS 
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ONE big reason— 
¢, FORD ALL-WEATHER FAST WARM-UP 
Dy 
; Ford trigger-fast engine starting often gases are used to heat the intake manifold, 
amazes first-time owners. It’s mighty satis- speeding vaporization of fuel and mini- 
fying, but not nearly so important as Ford mizing crankcase oil dilution. Both these 
fast warm-up! Water does not circulate features reduce wear on cylinder walls, 
ne through the radiator until the engine is pistons, rings, bearings and valve mecha- 
c- well warmed. This speeds the heating of nism. Yes, winter is tough on any truck, 
water, cylinder block and oil. Hot exhaust but Ford Trucks are engineered to take it. 
ce) 
ly 
n n fleets of thousands, Ford 
rucks serve the utilities com- 
1- panies of America. This Heavy- 
1s ty Ford, with standard Ford 
ab, carries a B-4 Line Construc- 
ion body by American Coach 
& Body Co., Cleveland, Ohio. 
ad VW ONLY Ford Trucks offer you ALL these It’s no wonder that Ford Trucks Last Longer! 
S. > long-life features: your choice of two No wonder that 7 out of 11 of all Ford Trucks 
e i great engines, the 100-H.P. V-8 or built since 1928 are still at work! No wonder 
r 90-H.P. Six—Flightlight aluminum the average age of all Ford Trucks on the job 


is nearly 9 years! And no wonder your Ford 
Dealer is ing for ever-increasing truck pro- 
duction schedules in Ford factories! See hi 
now and get YOUR order in! q 


FORD TRUCKS 


IN USE TODAY THAM ANY OTHER MAKE 


oy 4-ring oil-saving pistons —weatherproofed, 
i-Volt ignition— fi ressure lubrication — 
le shafts free of weight-load, even in light duty 
ts—heavy channel section frames, doubled 
9 ptween springs in heavy duty models—big 
akes, with non-warping, score-resistant cast 
um faces—all told, more than fifty such ex- 
mples of Ford Truck endurance-engineering. 


ORE FORD TRUCKS 
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RusseELt Porter 


Writing in The New York Times. 


Joun W. SNYDER 
Secretary of the Treasury. 


Donatp R. RICHBERG 
Washington attorney and former 
NRA official. 


Georce S, May 
President, George S. 
May Company. 


Rosert WILSON 
Physicist, Harvard University. 


Louis HoLLANDER 
President, New York State CIO. 


Epiror1aAL STATEMENT 
New York Herald Tribune. 


EpitoriaAL STATEMENT 
The Wall Street Journal. 


WALTER B. WEISENBURGER 
Vice president, National 
Association of Manufacturers. 
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“Codperation is a fine thing to be for, and everybody 
is for it. But it is like the weather, for nobody seems to 


do anything about it.” 
© 


“A public better informed in the details of business 
management provides a stalwart armor for our system of 
free enterprise against those forces that are ever ready 
to attack it.” 


* 


“There is no logic at all in the present programs of labor 
leaders who seek to obtain and exercise dictatorial power 
on the assumption that the freedom and prosperity of the 
common man will thereby be advanced.” 


¥ 


“It is not easy for management to look at itself dis- 
passionately and analytically. Many businesses limp along 
without knowing what has to be done, let alone providing 
for it to be done.” 


* 


“The framework of world control is dictated by scien- 
tific facts and knowledge. We scientists must study the 
problems of international control in order to find out 
where scientific knowledge applies.” 


> 


“The attempt to use the device of government owner- 
ship in order to break strikes ‘against the government’ 
is a fraud against the American people and will be repudi- 
ated by the American people.” 


aa 


“Hard times have a way of producing bad laws. At 
least they all too often give legislative sanction for prac- 
tices which, however much they may be justified as emer- 
gency devices, have no place in an economy where full 
production and employment are the order of the day.” 


* 


“There are a great many people who are convinced that 
their talents and good intentions fit them to lead the world 
and that there must be some sinister influence which is 
thwarting them. It is from the frustrated messiahs that 
comes the clamor which Mr. Molotov turns to his own 
account.” 


* 


“Higher wages without higher production, means lower 
sales and can lead eventually to economic bankruptcy, 
under the pressure of the times, workers naturally want 
more pay, Management and union leaders should both 
help them to realize that increased pay can only come 
from more production in a control-free economy.” 
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The Davey Compressor Co., originator of 
Auto-Air compressors, is pleased fo an- 
nounce the production of a complete, fully- 


equipped repair depot ‘‘on wheels” . . . the 
Davey Mobile Machine Shop. 


Mounted on standard long wheel base 
trucks, the shop equipment is assembled 
around three basic power units, driven 
direct from the truck engine through the 
Davey Heavy Duty Power Take-off. 








There are Davey Dealers in Principal Cities 


announcing..... 


HE DAVEY MOBILE MACHINE SHOP 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





WELDING GENERATOR 
POWER GENERATOR 
COMPRESSOR 


e 60 c. f. m. Davey “‘Auto-Air” Compressor 
e@ 300 Ampere Welding Generator 
e 5 KW Power Generator. 


Auxiliary accessories (provided in accord- 
ance with individual user requirements) are 
the same as those found in stationary shops. 


For complete details on how the Mobile 
Machine Shop will eliminate the costly 
practice of hauling broken-down equipment 
to central depots for repairs ... save you 
time, labor and money . . . write today for 
Booklet E-208. 


P&P-106-B 


In addition to Mobile Machine Shops and Auto-Airs, 
Davey builds a complete line of portable compressors. 






DAVEY 


COMPRESSOR CO. 
KENT, OHIO 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action, They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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OUR BEST BET IS 
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WHEN YOUR PROFITS, ON THE 
TRENCHING JOBS DEPEND ON: 


@ fast accurate digging 








@ low operating costs 















@ minimum “down time” ©@ setting a fast pace for 


nd @a dependable, high wae pe 

daily footage @ low transportation cost 
ty 
TS For CLEVELANDS deliver just this type of performance 
tk BECAUSE of their correct, full-crawler mounted wheel 


type design ... rugged, superior quality construction ... 
ample, rightly applied power... and wide range of 
digging and travel speeds. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE * CLEVELAND 17, OHIO 
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the Story behind the Seal 


your contribution 


may help buy an X-ray unit... 
train a TB nurse... finance the 
rehabilitation of a patient . . . or underwrite 


laboratory research ...some of the many ways 
Christmas Seal funds fight tuberculosis BI } 


the year round. 

These methods have helped cut the death ¢ S MAS 
rate by 75% since 1907. But TB still kills HRI T 

more people between 15 and 35 than 


any other disease. So the fight must go on. SE ALS 


So, please, send in your contribution today, 
however small. Nowhere else can you “buy” 
a greater gift .. . for the greatest number. 
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MERCOID CONTROLS 


TEMPERATURE ¥ PRESSURE *% LIQUID LEVEL & ETC. 





Ww 
“INDUSTRIAL 


Mercury switches are used exclusively in all Mercoid 
Controls. % They insure more dependable control 
performance, and longer control life. % Write for 
Catalog N° GOOA, for complete information 


THE MERCOID CORPORATION * 4201 BELMONT AVE., CHICAGO. 41, ILL 
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SANGAMO 


ELECTRIC «{fi) COMPANY 
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§ Midwest Industrial Gas Council will hold meeting, Chicago, Ill., Jan. 24, 1947. 





q gma Exposition of Power and Mechanical Engineering ends, New York, N. Y., 
6. 





q Seventh ye Heating and Ventilating Exposition will be held, Cleveland, 
Ohio, Jan. 27-31, 1947. 





Y American Institute of iactetoo! Engineers will hold winter convention, New © 
York, N. Y., Jan. 27-31, 1947. 








¥ Interstate Oil Compact Commission begins quarterly meeting, Dallas, Tex., 1946. 





§ American Gas Association, Residential Gas Section, Eastern Natural Gas Sales Con- 
ference will be held, Pittsburgh, Pa., Feb. 13, 14, 1947. 








{ American Gas Association, Residential Gas Section, Midwest Gas Sales Conference, 
will be held, Chicago, Ti., ‘Mar. 17, 18, 1947. 





§@ New England Gas Association will hold meeting, Boston, Mass., Mar. 20, 21, 1947. 








q{ Illinois Telephone Association will hold annual convention, Peoria, Ill., Apr. 4, 1947. 





4 American Gas Association—Edison Electric Institute, Accounting Conference, will be 
held, Boston, Mass., Apr. 7-9, 1947 





{ Nebraska Telephone Association meeting will be held, Lincoln, Neb., Apr. g 
9, 1947. 


> %s 





4 Southern Gas Association will hold meeting, Biloxi, Miss., Apr. 16—18, 1947. 





{ Gas Meters Association of Florida-Georgia will hold spring conference, Boca Raton, 
Fia., Apr. 26, 27, 1947. 

















{ American Gas Association, Natural Gas Department, will hold spring meeting, Chi- 
cago, Iil., Apr. 30_ May 2, 1947. 
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Gauging Tomorrow’s Power 





Public 
Utilities 


FORTNIGHTLY 


Vor. XXXVIII, No. 12 


DECEMBER 5, 1946 


What to Do about the 


Tattle-tale ‘Telephone 


The problem posed by the use of mechanical devices for record- 

ing phone conversations and brought to wide public attention 

by a United States Senate committee’s investigation of a war 

contract scandal, has been a headache for the Federal Com- 

munications Commission, the telephone industry, and others 
for a considerable period of time. 


By LARSTON D. FARRAR* 


ate committee plowed through 

steaming Washington summer 
days investigating the war contract 
scandal, the American public became 
conscious, perhaps for the first time in 
a broad way, of a new problem—the 
problem of the tattle-tale telephone. It 
was nothing new to the Federal Com- 
munications Commission which had 
been living with the problem for more 


* Professional writer of business articles, 
Washington, D. C. 


E in June, as the special U. S. Sen- 
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than a year. Nor was it at all new to 
the telephone company which has been 
worrying about it for even a longer 
period. But so angry did many Con- 
gressmen become when they found 
their conversations to the Army Pen- 
tagon building, and heaven knows how 
many other Federal agencies, were 
being systematically recorded without 
their knowledge and consent, that even 
the Army backed away in a hurry. The 
Secretary of War issued an order for- 
bidding the use of recording devices on 
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telephone conversations by Army per- 
sonnel with outside callers except 
where the outside parties were given 
advance notice that their conversations 
were being recorded. This was the first 
step toward correcting an abuse of ele- 
mentary telephone manners. 

It may be that as such educational 
approach is continued the tattle-tale 
telephone will become as much of a 
recognized social sin as putting bananas 
in the refrigerator. But it will take 
more than a catchy singing commercial 
to solve this problem of the tattle-tale 
telephone. 

The telephone recorder is an intri- 
guing device bymeans of which any per- 
son surreptitiously may “tune in” on 
the conversation of any other two per- 
sons on a telephone. Or, by using this 
simple device, it is possible for one 
party to a telephone conversation to 
record in accurate detail the words of 
another party to the same conversation. 

This knowledge on the part of the 
public thus far has not caused a great 
rush by average citizens to purchase 
telephone recorders, but there is always 
a danger that the idea will become at- 
tractive enough to cause home in- 
ventors and radio tinkers to begin ex- 
perimenting with wires and home re- 
cording machines to use for fun or 
other purposes. 


O NE of the big reasons why thought- 
ful people generally are conserva- 
tive in regard to what is called “prog- 
ress” is that changes brought by 
“progress” frequently are accompanied 
by as many perplexing by-products as 
by rewards. 

Virtually every physician knows, for 
example, that the discovery of the sulfa 
drugs was a boon to mankind. Yet, the 
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misuse of these drugs, or their use by 
persons with certain types of blood or 
physical make-up, can prove very 
harmful. 

Just about every American was glad 
back in August, 1945, that the secrets 
of the atomic energy had been dis- 
covered by our scientists and that two 
exploding atomic bombs could bring 
the Japanese to quick surrender. Yet, 
since that time, the problem of atomic 
energy has been the greatest single 
problem in the world, because all 
thoughtful persons know that the use 
of atom bombs by an aggressor nation 
could just about destroy civilization. 

These are reasons why it is proper 
and reasonable to term telephone re- 
corders as evidences of progress in the 
field of both telephony and recording, 
but at the same time to point out that 
the development of telephone recorders 
poses many new and perplexing prob- 
lems for the telephone industry, and 
government, and, of course, the people. 

Telephone recorders are not “new” 
to the utility industry, just as they are 
not “new” from the standpoint of in- 
vention. But considering the fact that 
one recording company alone has sold 
more than 10,000 recorders in the last 
nine years and that use of these devices 
almost inevitably will increase in the 
coming years, some new problems of 
regulation have arisen. 


_— first telephone recorder— 
termed the “telescriber”—was de- 
veloped in 1915 by the Ediphone Cor- 
poration. The company used the tele- 
scriber to record telegrams sent and 
received by telephone, and, in March 
of that year, the telescriber was offered 
for public sale. 

Now, there are at least five com- 
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panies—perhaps more—manufactur- 
ing the small, compact machines that 
will record both sides of a telephone 
conversation. These include Sound- 
sriber, Inc., the A. B. Dick Company, 
the Dictaphone Corporation, and In- 
ternational Business Machines, in ad- 
dition to Ediphone. 

Sale of the recorders was slow for 
many years, and the industry did not 
really begin taking telephone recorders 
seriously until shortly before the war. 
Even then, something less than 25,000 
recorders were in use in the U. S. 

Since the beginning of World War 
II, however, use of the devices has in- 
creased many times. The U. S. Army 
and the U. S. Navy both were heavy 
purchasers of the equipment during the 
war years, as were big business com- 
panies. However, more of these de- 
vices have been sold in England than 
inthe United States. 

The biggest single reason why tele- 
phone recorders are in the news and in 
public conversation now even more 
than they were back in January of this 
year, when the Federal Communica- 
tions Commission held hearings on 
their use, is because of the investiga- 
tions of the highly interesting maneu- 
vers of Representative Andrew J. May 
(Democrat, Kentucky) and several 
munitions manufacturers who seemed 
to have been more than casually inter- 
ested in making money during the late 
imbroglio. 


aX hearings before the Senate War 
Investigating Committee, head- 
ed by astute Senator James M. Mead 
(Democrat, New York), Army officers 
threw all Congress into chagrin by dis- 
closing that recordings were made of 
literally hundreds of telephone conver- 
sations between haggling Congressmen 
and harried generals. This brought the 
familiar refrain into being on Capitol 
Hill—“There ought to be a law.” Some 
legislators were going right out to in- 
troduce a law when they were stopped 
short by the news that there already is 
a law—and that more law is being con- 
templated by FCC. 

Section 605 of the Federal Com- 
munications Act states, in part: 


no person not being authorized by 
the sender shall intercept any communica- 
tion and divulge or publish the existence, 
contents, substance, purport, effect, or mean- 
ing of such intercepted communication to 
any person; and no person not being entitled 
thereto shall receive or assist in recovering 
any interstate or foreign communication by 
wire or radio and use the same or any in- 
formation therein contained for his own 
benefit or for the benefit of another not en- 
titled thereto; and no person having re- 
ceived such intercepted communication or 
having become acquainted with the contents, 
substance, purport, effect, or meaning of the 
same or any part thereof, knowing that such 
information was so obtained, shall divulge or 
publish the existence, contents, substance, 
purport, effect, or meaning of the same or 
any part thereof, or use the same or any in- 
formation therein contained for his own bene- 
fit or for the benefit of another not entitled 
thereto. ... 


However, astute legal lights have 
pointed out the difficulty of practical 
enforcement of this provision. They 


e 


“THE telephone recorder is an intriguing device by means of 

q which any person surreptitiously may ‘tune in’ on the con- 
versation of any other two persons on a telephone. Or, by 
using this simple device, it is possible for one party to a tele- 
phone conversation to record in accurate detail the words of 
another party to the same conversation.” 
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say that the Federal law might apply 
only to messages moving in interstate 
commerce—and, therefore, might cov- 
er only a fraction of the long-distance 
toll messages over telephones. Further, 
they point out that the violation seems 
to require the double action of inter- 
cepting the conversation, or message, 
and publicizing it. Literally construed 
(and good law requires that penal 
statutes shall be construed thus), the 
provision means that the would-be 
eavesdropper could make all the record- 
ings he pleased for his own amusement, 
or amazement, or information—or so 
he could claim, if apprehended. The 
violation would occur only when he 
was caught in the act of playing the 
record for a third party, or divulging 
the conversation to others for whom 
it was not intended. 


HE FCC had gone into the matter 

of telephone recorders at great 
length months before the startling dis- 
closures before the Senate War In- 
vestigating Committee regarding Army 
use of the contraptions. But the FCC 
hearings had not won much newspaper 
attention or comment, and likely never 
would have been published in such de- 
tail in daily newspapers had not certain 
Senators needed the publicity which 
caused the whole munitions fireworks. 
FCC Commissioner Paul A. Walker 
presided over the so-called “recording 
hearings” in Washington beginning 
last January 10th. The FCC inquiry 
was limited to the effect of such use or 
abuse on interstate and foreign tele- 
phone communications, but it was gen- 
erally agreed that the pattern set by 
the FCC would be followed by state 
regulatory bodies throughout the na- 
tion when and if these agencies con- 
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sider the problems posed by growing 
and widespread use of the recording de- 
vices. 

Principal witnesses for the operating 
telephone industry at the hearings were 
W. C. Henry, president of the United 
States Independent Telephone Associa- 
tion, on behalf of the independent tele- 
phone companies, and Keith S. Mc. 
Hugh, vice president of the American 
Telephone and Telegraph Company on 
behalf of the Bell Telephone system 
Both men spoke strongly in favor of 
some form of restriction on the use of 
recorder instruments, except under cer- 
tain specified conditions, the principal 
one being that positive notice should 
be given to all parties of a telephone 
conversation being recorded. 

Mr. McHugh testified that, if any 
sizable number of people want what 
they say over the telephone to be re- 
corded, the telephone companies have 
never been informed of that fact. He 
ventured the opinion that the last thing 
the average person wants is a perma- 
nent record made of what he says over 
the telephone—especially if this record 
is made without his knowledge or con- 
sent. 

Mr. McHugh claimed that if record- 
ing machines should become common- 
place, many users would become tele- 
phone shy, because of “shaken conf- 
dence in the privacy of calls.” He de- 
clared that the operating telephone in- 
dustry “has no objection to recorders 
on private telephone lines not connected 
to the general exchange telephone sys- 
tem.” 


HE AT&T official said that three 
different forms of protection had 
been considered in connection with 
proper or legitimate use of telephone 
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When Is the Telephone Recorder Illegal 


O N September 2, 1946, the FCC issued its so-called “proposed report” 
which would ban the use of any telephone recorder not physically 
connected to the telephone line (thereby outlawing the inductive and 
acoustical types). Even such recorders would be equipped with some 
warning device to put parties to the telephone call on notice. An asterisk 
opposite the directory listing would also indicate subscriber stations 
equipped with lawful recorders. The “proposed order” is still under FCC 
advisement. 





conversation recorders. At least two of 
these, he admitted, are of doubtful 
value. 

First, there is the idea of a special 
directory listing, placing a star, or 
asterisk, beside the party's name in the 
telephone book where a_ telephone 
known to have a recording device is 
listed. He pointed out, however, that it 
is obvious this would afford only “‘one- 
way” protection, since a person who 
might be called from such a telephone 
station so listed still would not be pro- 
tected. 

The two-toned chime, or warning 
signal, was the second proposal sug- 
gested in connection with the use of the 
recording device, so that the parties at 
either end of a telephone conversation 
would know that a recording device 
was being used. This raised the ques- 
tion of the practical difficulty of en- 
forcing regulations for the exclusive 
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use of devices which incorporate such 
a warning tone feature. Aside from 
that, Mr. McHugh observed that only 
a small percentage of the people using 
telephones would ever be exposed to the 
use of the recording device, and so 
would not be familiar enough with the 
signal to recognize its significance. 

The third protective measure men- 
tioned by Mr. McHugh was the “opera- 
tor announcement” arrangement. The 
use of a recording device, under such 
a plan, would be authorized only in 
connection with special telephone lines 
routed through a special board in the 
telephone company’s central office. 
Periodically an operator’s announce- 
ment would break into the conversa- 
tion over these lines with the statement, 
“This conversation may be recorded,” 
or other words to that effect. 

The difficulty with this form of 
protection for the immediate future 


DEC. 5, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


is that it would require a consid- 
erable amount of special equipment 
and central office capacity at a time 
when the telephone industry is strain- 
ing to catch up with a large backlog of 
demand for normal telephone service 
accumulated during the war. Mr. Mc- 
Hugh said that the Bell system would 
cooperate, to the best of its ability, in 
any attempt to work out this or any 
other protective measure to avoid the 
abuse of recording devices if the FCC 
should decide upon such a course. 

Mr. Henry, who is also general 
manager of the Northern Ohio Tele- 
phone Company, Bellevue, Ohio, 


agreed with Mr. McHugh on most 
points. However, he emphasized the 
inability of the smaller independent 
companies to devote their available 
supply of labor and materials at this 


time to any program involving costly 
and extensive protective arrangements 
against the abuse of recorders. He 
added that the independents are as 
much opposed to indiscriminate use of 
recorders as is the Bell system and 
that the management of the small com- 
panies look on the problem posed by the 
threat of loss of the traditional secrecy 
of telephone conversations as a chal- 
lenge to the industry and to the public 
interest. 

Both these men emphasized the fact 
that the telephone industry has sought 
constantly, through the years, to im- 
press upon telephone users the fact that 
telephone conversation is as confiden- 
tial a form of communication as it is 
possible to have besides a face-to-face 
talk. They pointed out that if the 
average citizen, engaged in a face-to- 
face conversation, were to learn that 
his remarks were being recorded sur- 
reptitiously and without his knowledge 
DEC. 5, 1946 


or consent he likely would feel insulted. 
They asked: Why should not the tele- 
phone-using public be expected to re- 
act similarly to any widespread use of 
recording devices in connection with 
telephone conversation? 


nN the other hand, the FCC hear- 

ings brought out the opposition 

of the recording manufacturers to any 

form of regulation other than that 

existing because of the law already 
mentioned. 

Elliott Lovett, attorney for the 
Soundscriber Corporation, told the 
FCC that “telephone recorders have 
gained wide public acceptance as an im- 
portant adjunct to efficient business 
and government administration.” 

“A warning notice to the outside 
party is unnecessary because of the pub- 
lic acceptance of electronic or mechani- 
cal recording and of secretarial moni- 
toring of telephone conversations,” he 
pointed out. “If any notice should be 
held desirable, a notation in connection 
with the subscriber’s listing in the in- 
dustry would suffice.” 

Manufacturers of the recorders 
point out—rightfully, it would appear 
—that there are hundreds of legitimate 
uses for telephone recorders. Large 
metropolitan daily newspapers use 
them already to take down, accurately 
and swiftly, the telephoned dispatches 
of police reporters and other “leg men.” 
This eliminates the possibility of error 
in transmission and makes more effi- 
cient use of the “leg men,” who are not 
primarily writers but information 
gatherers. 

Use of the recorders by engineering 
firms, sales organizations, and by law- 
yers and other persons who make 
agreements over the telephone also is 
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obvious. Every person who has good 
reason for wanting an accurate and 
continuing record of transactions on 
his telephone can and will find good use 
for telephone recorders. 


ler for the recorder’s proper 
place in modern society, John E. 
Sease, assistant to Ediphone’s vice 
president, pointed out that its uses are 
many and varied. He named some of 
these to be as follows : 

For verbal instructions concerning 
engineering data to eliminate mistakes 
and misunderstanding; during a war, 
specification changes ordered by the 
Army and Navy were recorded by 
manufacturers for accurate record; a 
research laboratory has telephone con- 
ference hook-ups with four or five 
points where recorders provide a clear 
transcript of data three stenographers 
were unable to take simultaneously; 
doctors and hospitals telephone rush 
orders to drugstores—recorded to 
avoid mistakes ; a railroad records tele- 
phoned histories of train breakdowns, 
delays, and accidents and receives 
weather reports from along the line; 
the chairman of the board of a national 
service organization, away from the of- 
fice a great deal, telephones long dis- 
tance each morning, his secretary re- 
cording and transcribing the letter ; fire 
and police departments recording 
alarms and calls. 


At some places telephone recordings 
were used to curb loose talk. It was 
against regulations to discuss secret 
plans over open telephone lines, and re- 
cordings revealed violations of the 
policy. Some lines were monitored and 
officers violating the secrecy injunction 
would be silenced by the monitor break- 
ing into the conversation. On occasion 
such calls would be cut off. 

Wire tapping was used to render 
ineffective prospective wire tapping by 
enemy agents. 


C was inevitable that widespread use 
of recording equipment should re- 
sult in red faces—as when an officer 
was recorded trying to date the wife of 
another officer who was overseas. The 
absentee was a friend of the command- 
ing officer reviewing the transcripts. 
An interesting development in con- 
nection with the FCC hearings was the 
disclosure of the attitude of the U. S. 
Navy Department. The Navy revealed 
that during the war it had installed 
more than 1,600 recording devices for 
use with telephone conversations in 
various naval shore installations 
throughout the nation. These devices 
proved of considerable value both as a 
means of preserving “confirmation 
records,” eliminating confusion and 
misunderstanding, and as a means of 
preserving more permanent records. 
The Navy rejected the idea that 
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posed by telephone recorders is that no law, however strin- 


q “THE consensus among men who have studied the problems 


gent, could prevent use of the devices, just as no law can pre- 


vent men from gambling by playing poker in their own homes. 
But this is no reason why there should not be a law. It is evi- 
dent that the mere insistence by some folks on violating a 
law does not mean.a law should not be passed.” 
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secrecy of ordinary telephone usage 
would be affected materially any more 
now, because of recording devices, than 
was the case before the devices were 
used. The Navy pointed out that busi- 
nessmen and others for decades have 
made use of silent stenographers tak- 
ing down notes, through extensions cut 
in on telephone conversations, so as to 
make a record of the conversation for 
the boss. Sometimes this has been done 
with the knowledge and consent of both 
parties, but more often it has been 
otherwise. It was argued that the use 
of a machine to fill this function pre- 
viously performed by a stenographer is 
no greater invasion of the privacy of 
telephone users generally than hereto- 
fore. 


HE Navy also disapproved of the 

contention that the use of the 
modern style recorder constitutes a 
violation of the old regulation of tele- 
phone companies against the use of 
“foreign attachments” to telephone in- 
struments or facilities, because, by use 
of induction coils and employment of 
acoustical art, conversation can be re- 
corded without physical contact. The 
“foreign attachment,” therefore, it was 
maintained, has become obsolete in its 
application to recording devices. 

The average telephone recorder may 
be of two types. One has a unit which 
clips into the bell box or otherwise 
makes physical contact with the tele- 
phone wires. The other is the induc- 
tion coil hook-up which can record con- 
versations merely by being placed in 
close proximity to the telephone in- 
strument, or bell box or lead line— 
without actual physical contact. 

The old-fashioned wire tap, which 
amounted to an unauthorized exten- 
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sion, could be checked fairly well 
against serious abuse. It caused an 
appreciable loss of volume. Larger 
telephone companies long have known 
of a central station control method for 
checking such unauthorized tapping 
before it got out of hand. 

However, checking on the un- 
authorized recorder, either the contact 
type or the induction type, is a harder 
nut to crack. 


BF Srecup qua technicians already 
have a method by which they may 
check authorized recorders, if these 
are constructed so as to give a warning 
signal to the telephone user at both 
ends of the line. As has been pointed 
out, this suggests the possibility of an 
alliance or working arrangement be- 
tween the recording manufacturers and 
the distributors who confine the sale of 
recorders with telephone attachments 
to devices which have such warning 
signals built in. 

Several indications as to the present 
use of recorders and as to the potential 
use of the devices were given in the 
FCC hearings. The cost of the more 
efficient recorders indicate that the de- 
vice is not likely to become a household 
plaything for the masses in the immedi- 
ate future. Superior types of equip- 
ment range from $200 up—and few 
Americans are going to spend that 
much money for a toy, or for purposes 
of pulling practical jokes. 

However, it is apparent that home- 
made recorders can be “rigged up” by 
almost any amateur electrician who has 
the determination. Almost any of the 
ordinary radio-phonograph combina- 
tions now operating in many American 
homes can be converted into a “home- 
recording instrument” by the applica- 
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tion of simple, relatively inexpensive 
attachments designed to let people make 
records of their own voices or musical 
efforts within their own homes. 

Using this equipment, plus some 
copper wire, almost any high school 
sophomore with a natural aptitude for 
electronics or radio, could rig up a mike 
attachment to clip onto the bell box and 
make a recording of any conversations 
on the telephone. 

That is the real danger of wide- 
spread use of unauthorized recorders. 


[’ is necessary to let one’s imagina- 
tion play with the idea of a tele- 
phone record only a few moments to 
see the potentialities of how one of the 
devices could be used to wreck a home, 
help a blackmailer, or build a business. 

Therefore, the use of such recorded 
telephone conversations in court cases 
is a most pertinent subject. Almost 
twenty years ago, the late Mr. Justice 
Oliver Wendell Holmes examined the 
use of wire-tapping devices in a pro- 
hibition case and in his dissent he called 
it “dirty business.” 

“For my part,” he went on to say, “I 
think it less evil that some criminals 
should escape than that the government 
should play an ignoble part.” 


Since that time, Congress has 


passed a law prohibiting the use of evi- 
dence gained from wire tapping in 
Federal courts. But no such Federal 
law prohibits the use of such evidence 
in state courts and it proved very help- 
ful to Thomas E. Dewey in building a 
reputation as a prosecuting attorney in 
New York state. 

The consensus among men who have 
studied the problems posed by tele- 
phone recorders is that no law, how- 
ever stringent, could prevent use of the 
devices, just as no law can prevent 
men from gambling by playing poker in 
their own homes. But this is no reason 
why there should not be a law. It is 
evident that the mere insistence by 
some folks on violating a law does not 
mean a law should not be passed. 

What is also evident, however, is 
that the telephone industry will have to 
do a new job in public relations—this 
one designed to inculcate in the public 
more sensitivity towards the lack of 
good manners involved in recording 
telephone conversations without knowl- 
edge of all parties. No law can make 
the public have confidence in the 
secrecy of telephone conversation, but 
a widespread belief that such conversa- 
tions are in confidence would obviate 
a potential problem for the telephone 
industry. 





The Barons of Labor 


“. . « Great monopolistic power has been placed in the hands 

of a few labor leaders. They are unrestrained and unchecked 

by law or government authority. On the oe they are the 
I 


recipients of government backing. They are 


e to make a 


mockery of collective bargaining, to paralyze reconversion, and 
virtually to dictate terms of settlement in defiance of the public 


interest.” 


—CnHarLes R. Hoox, 
President, American Rolling Mill Company. 
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Engineering by Crystal Ball 


While a Los Angeles utility company may have to do 

a $625,000 job of moving plant on short notice, 

through a planning committee, everybody knows that 
it is coming, years ahead. 


By JAMES H. COLLINS * 


EFORE the bomb it was said that 

B if New York, or Chicago, or 

Los Angeles should by any 

chance be destroyed, men would im- 

mediately build again on their sites by 

reason of the wealth that had been de- 
posited below ground. 

Metal wealth — copper and lead in 
electric cables, iron and steel in their 
service pipes. 

In Los Angeles that saying now 
comes home because telephone engi- 
neers have got their orders, almost 
overnight, to move some of their most 
important cables out of the ground, 
and well to one side, suspending them 
in the air while the city builds automo- 
bile speedways—then they can move 
them back again. 

Most of the engineers were in knee 
pants when some of those cables were 
laid down, back in the days of a town 
that thought only of real estate and 
oranges. The cables themselves were 
in keeping with those uncomplicated 


* Business editor and author, Hollywood, 
California. 
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times because they were sheathed in 
pure lead. 

What price lead today! 

Only that’s not the point. Inno- 
cently, the telephone engineers of the 
oranges-and-realtors generation used 
lead because there was a world of in- 
formation still to be won in the field 
of alloys, ferrous as well as nonfer- 
rous. Just as they had one kind of 
steel—carbon steel—so they had one 
kind of sheathing for cable, pure lead. 

They were rather innocent, too, in 
their knowledge of the way metals got 
ice-brittle through crystallization and 
had nervous breakdowns from fatigue. 

After all, a telephone cable is just 
a pipe full of firecracker wicks, the 
porous paper wrappings around the 
pairs getting their insulation from air 
spaces in the paper. Moisture can raise 
hob, and so cables were first put into 
lead pipes because they carried water, 
and ought to keep it out. 

But apart from the fact that rodents 
will gnaw lead to sharpen their teeth, 
and insects bore holes in it when sus- 
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pended on poles, the pure lead sheath- 
ing was weakened by fatigue, over the 
years. 

And so, lifting out these Gran- 
dad cables, engineers are wondering 
what they will find among the oldest 
of them, and to what extent it will be 
advisable to replace them. 


C= today is sheathed in nicely 
tailored lead alloys that with- 
stand fatigue and crystallization and, 
for the rats and beetles, there is cable 
sheathed in copper, as are the new co- 
axial cables going in to carry television 
programs and multiple messages. 

A lot of this work was installed by 
independent telephone companies in 
the days when competition rather than 
regulation was relied on to keep rates 
fair and service up to snuff—if Grand- 
pappy got mad at one telephone com- 
pany, he switched to its rival—and 
those really were the days! 

But with the development of regu- 
lation there were mergers, and the 
present engineering department in- 
herited not only a lot of cable, but also 
a lot of engineering sins in the way of 
substandard equipment. It wasn’t only 
that the engineers of those old extinct 
telephone companies didn’t know 
about alloys and fatigue. Their bosses 
just didn’t have the money for bang- 
up plant and equipment. 

Right now, the Southern California 
Telephone Company is making the 
first half of this changeover at two 
vital traffic points, with sixty days to 
get everything out of the way. The 
second stage will come when the speed- 
way is finished. 

At Aliso and Main streets, there is 
a congestion of cables mostly serving 
the city’s local traffic, and on Vermont 
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avenue, in two blocks between Rose- 
wood avenue and Clinton street, there 
is a bigger meeting of cables going 
north to San Francisco, Portland, and 
Seattle. 


“Fe telephone company’s job will 
cost around $625,000, and come 
at a time when every facility is being 
centered on catching up with the de- 
mand for service that got a long start 
during the war. 

Moreover, this is just the start of 
such construction because these two 
changeovers provide for only a small 
part of the total freeway system that is 
to be built, that section known as the 
Santa Ana and Hollywood parkways. 

At Aliso and Main, there are 
seventeen large cables underground. 
The freeway also goes underground 
at that point. 

Cable splicers will make connections 
on each side of the crossing. First, 
eleven large sections of new cable will 
be suspended overhead where they are 
to stay until the speedway work is fin- 
ished. Then, at one end, the splicers 
will make connections with each pair 
in old cables, thousands of them, all 
alive, and carrying traffic. Similar splic- 
ing operations at the other end will 
transfer the traffic from the ground to 
the air, and the sections of old cable 
that are then dead will be removed, 
along with conduits. When this section 
goes underground again, it will be in 
new conduits, relocated, carrying new 
sections of cable. 


bs pray these two congested points, 
there will be many small change- 
overs along an 8-mile route. 

While the orders came suddenly, and 
the work has to be done to permit 
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speedway construction by the first of 
the year, telephone engineers have 
known since prewar days that they 
would come. Only they did not know 
when, or at what particular spot. 


HE Los Angeles utility companies 
all have engineering representa- 

tives on a planning committee that 
keeps them abreast of such changes. 

This is the City Government Sub- 
structure Committee, made up of 
about fifteen members, city depart- 
ment as well as utility engineers, meet- 
ing monthly, and peering into the crys- 
tal globe of the city’s future with slide 
rules and transits, not visions. 

Whether Los Angeles is the plan- 
ningest city or not would be hard to 
say. Other municipalities may be as 
alert, and cooperative with utility 
companies. But Los Angeles has some 
results to show for planning that should 
give it a high place. 

For example—storm drains. 

This town started in a village around 
a public square at the foot of a moun- 
tain range. When the fifteen to eigh- 
teen inches of rain fell, in winter, the 
water rushed down off the mountains 
and raged to the sea. The village was 
protected with deep ditches. 

As the village grew into a city, the 
lands at the foot of the hills were de- 


veloped, built over, paved. When the 
water came down, it caused floods and 
did damage to property. 

For some reason the rich man 
builds his home in the hills, if there 
are any, and the poor man builds on 
the flats. So, the floods came down 
from the rich man’s hills, doing him no 
damage, and swept away the poor 
man’s property—and far back in the 
development of this town, the poor 
man agitated and lobbied for storm 
drains on his flats to carry the winter 
floods away harmlessly. 


A Los Angeles was a very planning 

town, and its city fathers re- 
sponsive to the poor man in his trouble, 
the city engineers long ago drew 
plans for all the storm drains that could 
possibly be needed to protect every part 
of the town against floods. 

They planned these public works 
with the aid of the poor man, and even 
the rich man on his hills, who had no 
objection—if he would not have to pay 
too much extra taxes. 

Still, with all the beautiful plans, 
the rains came every winter and main 
boulevards as well as riverside neigh- 
borhoods were regularly flooded. Not 
a dozen years ago, in unusually heavy 
rains, thousands of automobiles were 
left abandoned along big boulevards 


2 


the porous paper wrappings. around the pairs getting their 


q “...a@ telephone cable is just a pipe full of firecracker wicks, 


insulation from air spaces in the paper. Moisture can raise 
hob, and so cables were first put into lead pipes because they 
carried water, and ought to keep it out. But apart from the 
fact that rodents will gnaw lead to sharpen their teeth, and 
insects bore holes in it when suspended on poles, the pure lead 
sheathing was weakened by fatigue over the years.” 
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because the floods turned them into 
raging rivers, and the motorists were 
glad to wade out and get away. 

Still there were such floods because 
one problem had not been solved. 

There wasn’t enough money! 

Building these storm drains for the 
poor man would take more money than 
his property was worth. 

Then came the depression, and or- 
ders from Washington that unem- 
ployed men must be set at work cut- 
ting grass, picking up leaves—any- 
thing to give them enough wages to 
buy food. That was not a time for de- 
bate. Riots were right around the cor- 
ner. 

Washington arbitrarily made work 
until WPA could find better work to 
be done. 


V JASHINGTON was frantically 


combing the country for public 
works at which men could be set right 
away, and in many cities the engineer- 
ing departments got busy designing 
public works to be constructed by 
Washington out of Federal funds. 

Now, Los Angeles had all those 
storm-drain plans. They were ready. 
Washington quickly approved them 
and set WPA at work on them and, 
thus, by being a very planning city, the 
town got miles and miles of lovely 
storm drains out of the depression, all 
built by Uncle Sam—and feeding thou- 
sands of Los Angeles men and women 
who might otherwise have been build- 
ing street barricades. 

Unfortunately, storm drains are 
down in the ground out of sight. No- 
body saw them building. Sidewalk su- 
perintendents who watched other 
WPA projects in hand got the notion 
that these workers spent most of the 
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day leaning on their shovels. A storm 
drain might be a tunnel as big as a sub- 
way, running for several miles under 
a street that had always been flooded 
in every hard rain. All the sidewalk 
superintendents saw was a hole where 
the dirt came out and the lining mate- 
rials went in. 

With a similar system Los Angeles 
plans ahead in other public works and, 
through its engineering committee, lets 
the utility companies know what’s com- 
ing so they too can get ready. 


oe for the freeway system began 
to take shape several years before 
the war because automobile traffic was 
even then getting out of hand. The 
town had grown up on the automobile. 
As population increased, every family 
had some kind of car, and wanted to 
go shopping downtown, or to the 
beaches, and where not. Streets were 
widened but not as fast as the traffic 
grew; there were not enough parking 
places downtown; the highways to the 
beaches became congested on Sundays ; 
the downtown merchants complained 
about business falling off ; the poor man 
with his jalopy became as vocal about 
boulevards as he had about storm 
drains. 

So, without knowing where the 
money was to come from, the city 
planned overhead and underground 
freeways that would bring in motor 
traffic from a dozen or more miles 
around, and connect with a central loop 
for motor traffic up above the con- 
gested streets. The family living 10 
miles out in San Fernando valley would 
be able to drive onto the Hollywood 
freeway, speed downtown without 
crossing a street, sometimes overhead, 
and sometimes through an underpass, 
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Telephone Cable Today 


“(TELEPHONE) cable today is sheathed in nicely tailored lead alloys 

that withstand fatigue and crystallization and, for the rats and beetles, 

there is cable sheathed in copper, as are the new coaxial cables going in 

to carry television programs and multiple messages. A lot of this work 

was installed by independent telephone companies in the days when com- 

petition rather than regulation was relied on to keep rates fair and service 
up to snuff...” 





as will be the case at Aliso and Main, 
and, on the central loop, find another 
speedway out to the harbor or the in- 
dustrial East side. 


i Bees whole system is going to take 
years of time and probably more 
than hundreds of millions of money, 
and the routes and condemnations are 
still in agitation and nobody knows 
yet where the money is coming from. 

But every utility company knows 
just about how any part of the system 
will affect its underground plant at any 
point where the route has been settled 
upon, and work may be ordered to start 
sooner or later. If there is a business 
slump big enough to create a serious 
unemployment problem, it might be 
sooner ; and if there is no slump, it will 
be later. 

The utility companies know what to 
expect because their engineers have sat 
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in with city engineers and discussed the 
plans while they were being shaped up. 

The project may be a bridge, a street 
widening, a big drain. 

The city engineers determine where 
it is to run, and show their plan to engi- 
neers from the telephone and gas com- 
panies, and in some areas the electric 
power company—in the city, electrical 
plant is a city charge, because electric 
service is a municipal activity. 

“How many conduits have you al- 
lowed us there?” asks the telephone 
representative. 

“Four,” say the city engineers. 

“I think we will need more than 
that,” says the telephone man. “Let me 
look it up in our traffic growth studies, 
and tell you in a day or two.” 

To amply take care of future traffic 
needs, the telephone company ought to 
have eight conduits there, and that 
number is embodied in the plans. 
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And the same thing happens with 
gas service, the capacity of pipes being 
governed by the opening or widening 
of streets, the cutting off of streets by 
freeways, the conversion of residence 
districts to business or factory pur- 


poses. 


po meetings to deal with such 
changes are invariably well attended 
by citizens with strong pro and con 
views, and much debate. 

But the meetings of this committee 
are quiet. There are no debates bécause 
there are no conflicting interests. For 
the good of the town, the city and util- 
ity engineers decide how wide, how 
deep, how long, and when. These are 
matters of measurement embodied in 
blue prints. 

Still there can be excitement. 

Some years ago the committee spent 
a lot of time on plans for the leveling 
of Bunker Hill. 

This hill actually buttressed the old 
pueblo on the north and west, and back 
in the 1880’s, when the rich man first 
wanted to build on a hill, this was the 
handiest elevation. On Bunker Hill he 
built his fretsaw ornamented mansions, 
before the days of motor cars or even 
of trolleys. Up there it was cool and 
private and he had a wide vista. “An- 
gel’s Flight” cableway was built to take 
him up and down and it is still operat- 
ing, one of the shortest railroads in 
the country. When distinguished visi- 
tors came to Los Angeles in the 1890's, 


they were generally lodged and enter- 
tained on Bunker Hill. 

But when the trolley and motor car 
took the rich man to Pasadena, Bunker 
Hill went the way of all fashionable 
residence districts. It has long been a 
neighborhood of boarding houses. In 
the parking congestion downtown 
many motorists now drive up to find a 
parking space and ride down on the 
cableway. 


HE city’s civic center had already 

nibbled at the hill to make room 
for municipal, county, and state build- 
ings, and the idea of clearing it off al- 
together was discussed. Months were 
spent discussing tentative plans—what 
the telephone company, the gas com- 
pany, would have to do in the way of 
relocation when the project went 
through. Then it was discovered that 
there would not be enough money. 

And on two other sides of the civic 
center, to the south and east, there was 
almost unlimited real estate in blighted 
areas, giving room for expansion. 

Bunker Hill got a reprieve. 

But in so planning a town, some day 
it will go. There will be money to do it 
because the advantages will be worth it. 

When that time comes, the engineers 
—perhaps of a younger generation— 
will look into their files and discover 
that good arrangements for relocating 
pipes and conduits have already been 
made, thanks to the planning habits of 
the town. 





cong subject is more important as a guide to future 
wage rates, or economic policy generally than t 
labor productivity. Antagonism to larger output per man-hour by 
organized labor makes an early major upturn in productivity by no 
means certain.” 
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rice levels, 
trend of 


—EpiToriAL STATEMENT, 
The Journal of Commerce. 


DEC. 5, 1946 





Some Tips on the Phrasing of 
Company Reports 


The author thinks they are often a bit too technical 

and therefore hard for the laymen to understand and 

so he suggests that they be put in simpler everyday 
English. 


By GEORGE KERR * 


HE most searing criticism of an- 

nual reports, unearthed by polls, 

surveys, questionnaires, etc., is 
that the language in the reports is too 
difficult to understand. 

The fish man doesn’t say scomber 
scombrus when he’s talking about 
mackerel. 

Yet that’s the line so many elec- 
tric companies use when talking about 
their business in annual reports. 

They are not content to say just 
plain “electricity.” It has to be “en- 
ergy.” The men and women who work 
in the company are called “company 
personnel.” 

The place where they make elec- 
tricity, what the average reader thinks 
of as an electric power plant, in the 
annual report is, lo! a steam electric 
generating station. 

When they go to write, for instance, 


* Staff consultant, Ebasco Services Incorpo- 
rated, New York city. 
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$3,000,000, they don’t do it that way. 
Nor even as “three million dollars.” 
No, they do it like this : $3 million. 

Scientists tell us that when a person 
reads something, here is what hap- 
pens: The eye telegraphs to the brain 
the words it sees. Now when the eyes 
see “$3 million,” it telegraphs to the 
brain “three dollars million.” 

To poor old brain, “three dollars 
million” doesn’t make sense. Not at 
first, it doesn’t. Nobody talks that 
way. Then it dawns that what the 
eye has sent up is a new-fangled high- 
toned way of saying “three million 
dollars.” Like calling a mackerel a 
scomber scombrus. 

Another pernicious thing about 
using these unfamiliar bits of termi- 
nology is that they distract from the 
main thought—divert the reader’s at- 
tention to themselves and thus inter- 
fere with whatever the sentence is try- 
ing to tell the reader. 
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They are a double-barreled gun in 
the hands of report’s worst enemy— 
language hard to understand. They 
are a hindrance to easy reading. They 
cause the reader to accuse (and just- 
ly) the company of using highfalutin 


language. 


H™ is an actual example from a 
report: 

“Net income was $2.1 million—an 
increase of $300 thousand.” Quick! 
Let’s see you tell how much money 
that is! 

Even worse, because of the way 
they employ the decimal system. 
People are not accustomed to see a sum 
of money expressed $2.1 million and/ 
or $300 thousand. What would you 
say of a store that advertised, for in- 
stance, a fur coat at the price of $3.1 
hundred ? 

The device “$3 million” was 
evolved to overcome the complaint 
that “$3,000,000” was too much 
trouble for the average reader to 
bother to figure out—just $3 with a 
lot of naughts strung out after it. But 
“$3 million” is even more confusing. 
A case of laudable intention, lament- 
able execution. Jumping from the fry- 
ing pan into the fire. What’s the mat- 
ter with plain ordinary “three million 
dollars”? (Scratch out the question 
mark. ) 

Besides the esoteric terms and 
words, they also go in for much ele- 
gant writing. This great fondness 
for indulging in highfalutin talk in- 
filtrates the annual report with its own 
worst enemy—language difficult to 
understand, 

Let’s drag out a few of these lin- 
guistic rapscallions and hold them up 
to the spotlight. It may prevent them 
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from creeping back into a few of next 
year’s reports. 


H™ is.a pretty little nest of speci- 
mens, all found lurking in just 


one page of a report. A report that 
won a prize, too! The page was en- 
titled “Ten Years of Progress.” 

A paragraph says: “In the past ten 
years, while the index of total living 
costs has mounted about 38 per cent, 
the average cost of electricity to resi- 
dential and rural customers served has. 
gone down 43 per cent.” 

Uppermost in people’s minds today 
is the cost of living going up. 

Who in blazes (to use a mild ex- 
pletive) ever says “The index of 
total living costs has mounted” ? 

Why couldn’t they have said “The 
price of nearly everything is up except 
electricity and it is down.” Since 1935, 
for our residential and rural custom- 
ers, it’s down 43 per cent. 


Another thing. They say “residen- 
tial and rural customers served.” That 
“served.” Why did they have to stick 
it in? Got some customers that are 
not served? 


— the next statement, “the 
average annual use of the company’s 
residential and rural customers is more 
than 24 times that of a decade ago, 
while their average annual bill has in- 
creased only one-third, so that the pur- 
chasing power of their electric dollars 
has increased 75 per cent.” 

Elsewhere in the report it says the 
use of the company’s motor vehicles 
(cars and trucks, in common parlance) 
increased, causing increased expenses 
for gasoline and tires. 

“The use of the company’s custom- 
ers is 2$ times more.” 
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Everyday Use of “Energy” 


6¢ HE everyday use of ‘energy is in the sense used in this paragraph 

about a moving picture actress: ‘Lots of energy. How she man- 

ages to do all this and still retain the personality and sparkle that mark 

her performance all but baffles science. Perhaps it can best be ascribed to 

her boundless energy.’ To say the company sells energy, why would not 

the reader believe he could go there and buy something to give him a little 
more pep?” 





That means the customers were 
used. 

Who used them? Did the com- 
pany? What were the customers used 
for? 


LS aes will say “Oh, don’t be silly! 
Anybody knows that means ‘the 
average annual use of electricity by 
the company’s customers was more 
than 23 times’.” 

Well, does anybody know it means 
that? 

Those “in the know,” the au fait, 
know it, but all the general reader 
knows is what it says, and it says “the 
use of customers” not “use of electric- 
ity by customers.” 

Splitting hairs, is it? 

Straining at a gnat? 

Maybe so. But why take chances at 
befuddling the reader when adding 
only two words will fix it up? Looks 
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like a case of Oh! Brevity! What sins 
are committed in thy name! 

One thing in their favor though. 
At least they did not put it as it ap- 
pears so often: “Average annual con- 
sumption of the company’s custom- 
ers.” 

While we’re on the brevity business 
brings to mind an exquisite bit of 
naiveté still awfully (word used wit- 
tingly) prevalent in electric company 
annual reports. They use “KWH” all 
over the place, thinking the reader 
knows it stands for kilowatt hour! 
And all the time the average reader 
doesn’t even know what a kilowatt 
hour is or what a kilowatt hour can do. 
Neither do most of the very people 
who work right in the electric com- 
panies ! 

Now how about that “average an- 
nual bill” ? 

You who are reading this, did you 
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ever get an annual bill from an elec- 
tric company ? 

What to say instead of “annual 
bill” ? 

It’ll cost you just three more words 
but at least you'll not be talking about 
something that ain’t. (A nonentity, if 
you prefer. ) 

What’s the matter with “amount 
paid in a year,” instead of “annual 
bill” ? 


N? we encounter a beaut! 

“|, . purchasing power of their 
electric dollar.” Presumably whoever 
wrote that little gem overheard two 
housewives talking : 

“Well, Mildred, the purchasing 
power of my butter dollar has de- 
creased 39.7 per cent whereas that of 
my electric dollar has increased 75 per 
cent.” 

“Yes, Dolores, and how about the 
purchasing power of our meat dollar 
and our vegetable dollar and can-of- 
soup dollar and coat-and-suit dollar 
and our shoe dollar — they’ve all de- 
creased something fierce while the 
purchasing power of our electric dol- 
lar has increased 75 per cent.” 

If the writer of the report wanted to 
avoid using the gibberish “the pur- 
chasing power of their electric dollar 
has increased 75 per cent,” he might 
have said : “Today a dollar buys 75 per 
cent more electricity.” 

Here’s another on the same page: 
“Sales of energy to customers in 1945 
totaled about 14 billion kilowatt hours 
and were more than 24 times the cor- 
responding sales in 1935; the peak de- 
mand of 423,300 kilowatts was more 
than double that of a decade ago.” 

“Sales to customers!’ Why the 
word “customers” ? 
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Who in the name of ail get out 
would they sell to but customers! 


A there they go using energy in- 
stead of plain, old-fashioned, 
common ordinary electricity, which 
evidently was not highfalutin enough. 

The everyday use of “energy” is in 
the sense used in this paragraph about 
a moving picture actress : “Lots of en- 
ergy. How she manages to do all this 
and still retain the personality and 
sparkle that mark her performance all 
but baffles science. Perhaps it can best 
be ascribed to her boundless energy.” 

To say the company sells energy, 
why would not the reader believe he 
could go there and buy something to 
give him a little more pep? 

We now offer for your mature de- 
liberation one of the choicest hunks of 
linguistic lignum vitae ever foisted 
upon readers of electric utility annual 
reports. 


| ane read carefully (couple of 
words omitted in spots for your 
convenience) : “Sales of energy were 
about 1} billion kilowatt-hours and 
the peak demand was 423,300 kilo- 
watts.” 

Seeing this, the average reader 
thinks : “Looks like somebody made a 
mistake. First it says kilowatt hours 
and then it’s just kilowatts with the 
hours left off. Maybe the printer made 
a typographical error.” Or he opines: 
“Why don’t they stick to one thing? 
Either kilowatt hours or kilowatts. 
The way they have it makes about as 
much sense as if a coal company said 
his company sold during the year X 
tons of coal; the busiest time being 
when the company was called upon to 
deliver, all at once, X cords of wood.” 
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“THE most searing criticism of annual reports, unearthed 
by polls, surveys, questionnaires, etc., is that the language in 
the reports ts too difficult to understand. The fish man doesn’t 


say SCOMBER SCOMBRUS when he’s talking about mackerel. 
Yet that’s the line so many electric companies use when talk- 
ing about THEIR business in annual reports.” 


HE trouble is, most businesses can 

use one term to express both 
capacity and output. Shoe business: 
capacity—shoes, output—shoes. Auto- 
mobile company: capacity — auto- 
mobiles, output — automobiles. So 
the average reader gets mixed up when 
he sees an electric company’s capacity 
in kilowatts and the output in some- 
thing else again. Seldom is any ex- 
planation offered. Probably because 
it would be a pretty tough assignment 
to attempt one. 

Solution: omit peak demand. 

In another spot is “increase in net 
earnings was accomplished even 
though income per kilowatt hour for 
all electricity sold was 25 per cent 
lower.” That “income per kilowatt 
hour” is “price of electricity” rigged 
out in silk hat and tails. 

Also the reader wonders what’s the 
sense of saying electricity sold? How 
could they get income from the elec- 
tricity that’s not sold? 

And why “ali” electricity sold? 

Here’s why: 

Some purist scared them into stick- 
ing “all” in there. Some stickler, 
probably in great glee came around 
and said : “You better put ‘all’ in there 
because the income per kilowatt hour 
from each class of customers—resi- 
dential, commercial, industrial, etc.— 
may not be 25 per cent lower even 
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though the income per kilowatt hour 
for all classes taken together is 25 per 
cent lower. So be sure to put it ‘all 
electricity.’ Otherwise you will be 
vulnerable to the accusation of mis- 
representation. Why, suppose some 
customer dug up one of his bills ten 
years old and figured out his particu- 
lar price per kilowatt hour was not 25 
per cent lower. Look at the trouble 
he could make for you! You've got to 
have that ‘all’ in there to protect your- 
self! Lucky thing I noticed that.” 
iy the same paragraph they say “pay- 
roll expenses were more than twice 


1935,” and, in the next sentence, 
“Total payroll in 1945 amounted to 


Why payroll expenses? Couldn't 
they say just plain “payroll”? 

Why total payroll? 

Presumably because there is an 
operating payroll and a construction 
payroll and someone said “‘total’”’ must 
be in there to show both are included. 

But the general reader doesn’t give 
a whoop whether the payroll is divid- 
ed into two or thirty-two parts. To him 
payroll is payroll and if you say pay- 
roll he thinks it is total payroll, of 
course. 

Near the end of the page is “Ex- 
penditures for mew _ construction 
amounted to $ 
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Expenditures ! 

Even if you put a new roof on your 
house ‘you wouldn’t say “my expendi- 
tures for a new roof amounted to 

»’ you would not use the 
word “expenditures.” You would not 
say “my expenditures for shoes 
amounted to $ last year.” Or 
your expenditures for butter ’n eggs 
or anything else. 

The group who supplies the material 
for annual reports, like Gaul, in partes 
tres est. Accountants, lawyers, and 


engineers (no order of precedence in- 
tended), are highly estimable gentry, 
all, but the nature of their respective 
professions is such that they naturally 


become pretty well saturated with the 
particular technical terminology and 
phraseology peculiar to their own busi- 
nesses. 

Since they are so accustomed to 
glibly toss about their own argot 
amongst themselves it is easy for 
them to overlook that some of the stuff 
they dish up for the annual report may 
not be understood by those beyond the 
pale—the average readers. , 

But whether or not it will be ad- 
mitted by lawyers, accountants, and 
engineers — the annual report is 
predominantly a public relations docu- 
ment. It should be written so that the 
public can understand it. 





ae pry Frege years ago the Wisconsin State Federation 
of Labor wrote into its constitution a plank in favor of 
public ownership of utilities and industries. 


“At its Superior meeting .. . it took the time to care- 
fully obliterate that plank, wiped it right out of its constitu- 
tion. ... 

“The federation of labor has seen during these fifty-three 
years a great many things and, to its credit, has packed away into 
the recess of its mind a good many lessons. It has learned that, 
if the public cannot secure satisfactory operation of its utilities 
when it has such complete authority to regulate them, even to 
the money they borrow, the dividends they pay, the extensions 
they build, and the rates they charge, how can it expect to im- 
prove their service by investing tax-raised money in them? That 
ts a question that the little coterie of extremists of wild men 
will not face because, however much they patter and putter and 
spiel about heavenly motives, their real purpose is to get hold of 
the utilities for what they think is in it for themselves. 

“The federation is just as sure of itself when it denounces 
any purpose of advocating the public ownership of our indus- 
tries. For both in the utility field and that of general industries, 
the federation sees progress at such a speed and on such a scale 
under the American system as to leave the rest of the world in 
amazement, and it has had enough experience with the govern- 
ment in industry during the war years to give it a jaundiced 
look every time it thinks of it.” 

—Excerpt from Green Bay Press-Gazette. 








Inland Waterways Corporation 


Blows for 


a Landing 


The experimental and developmental purpose of the Federal en- 

terprise having been fulfilled, the time has come, in the opinion 

of former Secretary of Commerce Wallace, for the government 
to get out of the inland waterways business. 


By T. N. SANDIFER * 


HE time has come, former Secre- 

I tary of Commerce Wallace re- 
cently informed a congressional 
committee, for the government to get 
out of the inland waterways business. 
This view coincided so exactly with 
what private inland waterways opera- 
tors had been telling him, and was so 
directly opposite to what the former 
Secretary had been doing up to that 
moment, as to cause considerable aston- 
ishment on the part of those not ac- 
quainted with Mr. Wallace’s reasons. 
The facts seem to support the con- 
clusion that Henry suddenly realized he 
was at the end of the line. Since the act 
of June 3, 1924, establishing Inland 
Waterways Corporation, the govern- 
ment, through this wholly Federal 
agency, has operated as a common car- 


* Technical editor and business journalist, 
Washington, D. C. 
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rier by water on the Mississippi, Illi- 
nois, Missouri, and Warrior rivers, as 
well as on the Gulf Intracoastal water- 
way. On each of these routes this gov- 
ernment barge line directly competes 
with privately owned and operated 
water carriers. 

Moreover, just prior to the time he 
went to Congress and made his state- 
ment about getting out of the business, 
Mr. Wallace was up to his forelock in 
expanding this government competi- 
tion. 

The Inland Waterways Corporation 
was established by Congress to lead the 
way toward utilizing this country’s ex- 
tensive network of navigable streams 
in transportation. The Inland Water- 
ways Act specifically included a cut-off 
point; when the purposes for which 
the government agency was established, 
the encouragement and development of 
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an inland waterways transportation 
system, were accomplished, the govern- 
ment’s business was to be terminated 
and disposed of, 


[= governor of Inland Water- 
ways Corporation, and its sole 
board of directors, is the Secretary of 
Commerce. In October, 1945, a com- 
mittee representing privately owned 
and operated water carriers on the in- 
land waterways system conferred with 
Mr. Wallace and Chairman South 
Trimble, Jr., of the Inland Waterways 
Corporation. The Association of 
American Waterways Operators, of 
which Chester C. Thompson is presi- 
dent, had earlier adopted a resolution 
urging discontinuance of this govern- 
ment barge business. 

At the conference the committee re- 
called the experimental and develop- 


mental purposes of the government en- 


terprise, and pointed out that it 
apparently had fulfilled its purpose. 
They were able to point to nearly 300 
common and contract carriers operat- 
ing over the rivers involved. Privately 
owned barge lines, they reported, are 
now successfully functioning and have 
the capacity and the resources to per- 
form all the freight-moving services 
then being rendered by Federal Barge 
Lines over the same routes in competi- 
tion with them. It was the committee’s 
view that the spirit of the law and the 
clear intent of Congress laid on the 
Secretary the duty of withdrawing this 
government competition. 

It was recognized that the act had 
been made more or less obsolescent in 
its requirements for this terminal pro- 
cedure, by passage of nearly a quarter 
century, and it was proposed that the 
Secretary of Commerce ask Congress 
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for a modernized legislative authoriza- 
tion that would enable him to close out 
the government corporation. As the law 
stood, many cumbersome, or even im- 
practical, steps were in the way of an 
expeditious and clean-cut withdrawal 
from operations. 


Rk. WALLACE unequivocally re- 
fused to take any such initiative. 
He did instruct the chairman, Mr. 
Trimble, however, to work with the as- 
sociation in preparing a legislative rec- 
ommendation for this purpose. In fact, 
the association or any interested par- 
ties were free all the time to make a 
move, but they preferred that the de- 
partment concerned should take such 
action. 

The governor made clear very quick- 
ly, however, that he was going to fight. 
A large number of wartime govern- 
ment-owned barges, just right for in- 
land waterways transport, had been 
declared surplus, and the barge com- 
panies had indicated to the Maritime 
Commission that they were extremely 
desirous of acquiring this new equip- 
ment. They submitted bids, which ap- 
parently would have painlessly solved 
at least one government surplus prop- 
erty dilemma, in taking off the market 
all suitable barge-line equipment of- 
fered by the government for sale. 

Mr. Wallace suddenly stepped in, 
and using the priority prerogatives 
granted a government corporation in 
the Surplus Property Act, grabbed off 
these barges for Inland Waterways 
Corporation. The private operators 
protested to the Maritime Commission 
that Inland Waterways is not a gov- 
ernment corporation within the mean- 
ing of the priority provisions of the 
Surplus Property Act, and contended 
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that the barges should not be awarded 
to this agency over the heads of private 
bidders. Mr. Wallace snapped back in 
effect that “Inland Waterways is so a 
government corporation.” He kept the 


barges. 
Pigs: then passed the Govern- 
ment Corporation Control Act, 
which requires that wholly owned gov- 
ernment corporations must submit their 
estimates of expenditures to the Bu- 
reau of the Budget and to Congress for 
annual appropriations for operating ex- 
penses and capital investments. This 
act has been signed and became effec- 
tive July 1, 1946. And, Inland Water- 
ways Corporation is a wholly owned 
government corporation, and Mr. Wal- 
lace said so, out loud. 

Up to this point, in addition to buy- 
ing surplus government-owned steel 
barges, the corporation was projecting 
the acquisition of more barges, tow- 
boats, and new terminal facilities, to 
make it still more competitive with the 
several hundred private operators who 
had asked the government to quit. Fur- 
thermore, earlier in this year, Federal 
Barge Lines for the first time published 
so-called “barge-load” rates on certain 
commodities. Previously these govern- 
ment-owned lines had refrained from 
publishing such rates except on certain 
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bulk commodities, whereas the private 
operators had always handled traffic on 
a barge-load rate basis, pioneering such 
rates, in fact. 

It thus was clearly evident that far 
from getting out of the way, the gov- 
ernment barge lines were expanding 
their facilities and extending their com- 
petition. The traffic solicitation staff of 
the government line was enlarged. Sig- 
nificantly, also, the government line 
withdrew as a member of the Inland 
Waterways Association. 


oo was logically interpreted by 
the private operators as Mr. Wal- 
lace’s own answer to their resolution 
asking that the government step out, 
now that inland waterways transporta- 
tion was a flourishing private enterprise 
field. The private operators, in fact, 
protested publication of government 
barge-load rates, under these circum- 
stances, but got nowhere. 

Came July Ist, however, and Mr. 
Wallace’s boats were in a different 
category. All his plans for expansion 
and competition came under review of 
a congressional committee, which can 
be as tough or as complacent as it 
pleases, but has shown a disposition to 
ask difficult questions. 

Granting that Inland had a function 
to perform, the promotion of commer- 
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“THE Inland Waterways Corporation was established by 
Congress to lead the way toward utilizing this country's ex- 
tensive network of navigable streams in transportation. The 


Inland Waterways Act specifically included a cut-off point; 
when the purposes for which the government agency was 
established, the encouragement and development of an inland 
waterways transportation system, were accomplished, the 


government's business was to 
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be terminated and disposed of.” 
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cial use of inland navigable waters, the 
private operators have, in substance, 
conceded that it has performed this 
mission. Their presence and the suc- 
cess of their operations are testimony. 
There was widespread interest in the 
early 1920's in the possibilities inherent 
in exploiting this means of transporta- 
tion. The idea had, and has, substan- 
tial support. There was the argument, 
familiar in all government ownership 
propositions, of using these operations 
as a “yardstick” on rail rates and, pre- 
sumably, on the private barge opera- 
tors’ rates when these private opera- 
tions should be established. 


The idea that government operation, 
without paying taxes, and with the 
Treasury to draw against for its cap- 
ital and its deficits each year, any longer 
constitutes a yardstick, has been gen- 
erally discounted. In the case of the 
Inland Corporation, comparison of rev- 


enue and traffic statements is definitive. 
I" 1942, 1943, and 1944, Inland 

Waters Corporation showed a defi- 
cit in net revenue, less taxes, from 
water-line operations. Three private 
lines, for the same years, for 1942, 
made profits respectively, of $553,678 ; 
$364,116.74; and $783,346; in 1943, 
respectively, $524,140; $627,952.85; 
and $860,783 ; and in 1944, respective- 
ly, $1,142,899; $524,927; and $881,- 
664. 

The figures represent consolidated 
returns of the Inland Waterways Cor- 
poration, and four private operators, 
American Barge Line Company, Union 
Barge Line Corporation, Mississippi 
Barge Line Company, and Campbell 
Transportation Company, as submitted 
by the American waterways operators 
based on figures filed with the Inter- 
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state Commerce Commission for the 
years mentioned. 

In 1944, Inland had total water-line 
operating revenues of $8,495,855, 
against a grand total of operating ex- 
penses amounting to $8,996,988. In the 
case of none of the private operators 
cited were expenses in excess of oper- 
ating revenues ; the reverse was true by 
a substantial margin in each instance. 


The bare figures may not tell the 
story. There may be extenuating condi- 
tions in the case of the government’s 
operations. It can reasonably be claimed 
that, after all, the government’s effort 
is a pioneer one, and the margin of 
deficit may well be charged off to re- 
sults accomplished. It is only fair to 
advance this argument. But the private 
operators have a different version, and 
it sounds plausible. 


HEY maintain that many of the 

terminals of the Federal Barge 
Lines have been built at locations which 
the amount of river traffic does not 
justify. In their argument for closing 
out the government’s venture, they re- 
ported : 


There can be no doubt that the heavy 
financial losses of Inland Waterways Cor- 
poration over a period of years have been 
caused to a very large extent by the opera- 
tion of terminal facilities at points where 
little river traffic moves. 

Perhaps even this can be charged to 
missionary effort, within the legitimate 
functions for which the corporation 
was established. A fter all, they can’t be 
blamed for trying. However, Inland is 
now in the position of having to ex- 
plain these things itself. If these are 
extenuations, they must be approved by 
the Congress which weighs whether to 
give them more money for the same 
purposes, or tells them where to stop. 
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Operating Revenues in 1944 
4 ‘[* 1944, Inland had total water-line operating revenues of $8,495,- 
855, against a grand total of operating expenses amounting to 
$8,996,988. In the case of none of the private operators ... were expenses 


in excess of operating revenues; the reverse was true by a substantial 
margin in each instance.” 





Meantime, private operators, view- 
ing the preparations for expansion, and 


fearing that Mr. Wallace planned to 
get under the July 1, 1946, wire with 
his pockets full, called on Congress to 
preclude any such attempt. It urged 
that the Inland Waterways Corpora- 
tion be enjoined against expending 
funds then under its control for acqui- 
sition of new floating equipment, prior 
to July 1st. Legislation to facilitate the 
disposal of the government’s inland 
waterways business was accelerated. 
Then came Mr. Wallace’s declaration. 
And, it should be said for Mr. Wal- 
lace that, speaking as a government offi- 
cial, he was surprisingly candid. 


HE occasion was the first time, 

since enactment of the Govern- 
ment Corporation Control Act, that In- 
land Waterways had presented a budg- 
et to a congressional committee for 
questioning, and approval or disap- 
proval. 
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“T do not believe,” said Mr. Wallace, 
“that the government should compete 
with private business in any field un- 
less there are conditions that justify 
such continuation.” 

He gave a historical summary of the 
waterways operation, and cited its rec- 
ord in moving 442 vessels over the sys- 
tem for the government, as a war meas- 
ure, from inland shipyards to deep 
water ; its movement of “‘an enormous 
volume” of war commodities—petro- 
leum, sulfur, coal, ores, acids, steel, al- 
cohol, grain, sugar, and others. 

During its life, the system has moved 
39,000,000 tons of various commodi- 
ties and, Mr. Wallace claimed, at a di- 
rect saving to the public of $44,292,- 
149, representing the difference, be- 
tween charges on traffic over Inland’s 
system and what the charges would 
have been if this tonnage had moved 
by rail, during the years from 1924 
to 1945. 

“The existence of low-priced water 
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transportation service undoubtedly has 
had a substantial effect in maintaining 
all transportation charges at lower 
levels than would normally have been 
the case,” Mr. Wallace told a House 
committee. 


gpm he said, while competing 

over some waterways, the In- 
land Corporation is the only common 
water carrier serving Missouri river 
territory, and its operations extend 
only to Kansas City, Missouri. 

“In the last few years the experi- 
ence has been that no common carrier 
has developed the type of common car- 
tier service similar to that developed 
by the corporation,” he claimed. 

Recent War Department appropria- 
tions provide for opening a channel all 
the way to Sioux City, Iowa, which is 
inland by any definition. However, said 
Mr. Wallace, operation on the Missouri 
has been “very costly” and carried on 
against great odds, including the con- 
dition of the river, and the unsuitability 
of present barge-line equipment. 

In any case, “after studying this 
problem since I have been in the de- 
partment,” said Mr. Wallace, “I have 
come to the conclusion that now is the 
appropriate time to offer the facilities 
of the corporation for sale to private 
interests.” 

Before he said this, there had been 
reports that he was going into the af- 
fairs of Inland in a very intensive way. 
There was known to be a private report, 
by a firm of engineers, dealing with the 
shortcomings of the corporation’s man- 
agement, and the reasons why it was 
not making money. The highlights of 
this report were furnished to Congress, 
and thus have become known. 

First, however, the 1947 budget es- 
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timates submitted by the corporation 
anticipate revenues from operations 
totaling $7,941,000, and expenses total- 
ing $9,024,281; in other words, there 
will again be a loss, in this case, 
$1,083,281. 


pws high points in the engineer 
firm’s report, made public by the 
congressional committee later, are per- 
tinent : 

“The management of the corpora- 
tion over a period of years,” it stated, 
“has not measured up to the standards 
considered necessary for a sound and 
well-managed private enterprise. 

“Good, aggressive management, as 
set forth in the report, is most impor- 
tant. The president of this corporation 
must be an executive of broad experi- 
ence and with a successful administra- 
tive and operating background. Politi- ° 
cal considerations and outside pressures 
must be resisted if the corporation is to 
reach and maintain an efficient and eco- 
nomical level of operation.” 

One of the major difficulties, how- 
ever, as disclosed in the report, in Mr. 
Wallace’s statements, and those of his 
staff, appears to be the government’s 
barge-line labor, and the way the gov- 
ernment has handled this problem. 

The engineers’ report put the mat- 
ter very diplomatically : 

“A strong industrial labor relations 
department,” it stated, “must be built 
up and a consistent labor relations pro- 
gram must be adopted and followed so 
that a status more favorable to the cor- 
poration’s interests can be attained.” 

They could have said that about any- 
body’s corporation, but what they did 
not say, others said in more detail. The 
implied confession that labor had pretty 
much its own way, at the taxpayers’ 
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expense, on these lines, evidently failed 
to evoke any reciprocal solicitude on 
the workers’ part. These inland sea- 
farers were standing by to strike, in 
sympathy with the National Maritime 
Union’s threatened strike, and were 
among the first to take such a position. 


HE most delicate phrasing of the 
various witnesses failed to conceal 
that featherbedding was a real problem 
on the lines. Thus, South Trimble, who 
was Mr. Wallace’s right-hand man on 
the line management, put it this way: 
“We have cut wherever we could,” 
he said, “but we have not cut enough 
to take care of what we are now han- 
dling.” 

“We have 19 or 20 collective bar- 
gaining contracts,” he continued. “We 
are going to attempt a revision of those 
contracts so that we will not have any 
more employees than are necessary to 
carry on the business of the corpora- 
tion. Secretary Wallace told us that he 
wants a full day’s work for a full day’s 
pay.” 

Could he mean the government was 
not getting it? 

Some of these contracts, Mr. Trim- 
ble explained, were made several years 
ago, and provided for crews then be- 
lieved necessary to handle the volume 
of traffic. With the decline, especially 
since VJ Day, “it will be necessary,” 
he said, “to cut, if we are going to come 
under the Federal Employees’ Pay Act 


of 1945, which provides that no more 
personnel shall be employed than are 
necessary for efficient operation.” 

The government’s barge-line man- 
agement apparently was a great joiner 
—it had contracts with about all the 
“seafaring” labor organizations rec- 
ommended to it, including the NMU, 
the International Longshoremen, the 
Marine Engineers (CIO), the Masters, 
Mates and Pilots, and a long list of 
others, AFL, as well as CIO. 


HE government reserved the right 

to determine the number of per- 
sonnel it needed, but apparently was 
afraid to exercise its judgment; as the 
spokesmen before Congress said, they 
were trying to operate as a private cor- 
poration. 

Anyway, the corporation had 
“threats” and “incidents,” also “‘cessa- 
tions” witnesses admitted, but “‘no pres- 
sure.” 

Despite that they were “under no 
pressure,” they said the corporation 
management, at a time it was. already 
losing money and had more people than 
it needed, entered into a War Labor 
Board “survey” which concluded that 
the government had to raise wages. 

The witnesses did considerable 
squirming on this particular matter, 
and evidently Congressmen had diffi- 
culty in getting a straight yes or no 
answer to some questions, particularly 
as to why the organization deliberately 


e 


39,000,000 tons of various commodities and . . . at a direct 


q “DuRING its life, the system [Inland Waterways] has moved 


saving to the public of $44,292,149, representing the differ- 
ence between charges on traffic over Inland’s system and 
what the charges would have been if this tonnage had moved 
by rail, during the years from 1924 to 1945.” 
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invited a further inroad on its already 
dwindling finances. 

The situation led one Congressman 
toask Mr. Wallace just what made him 
think a private business concern would 
care to take over the government’s 
lines, under such conditions. 

Mr. Wallace said meekly he thought 
that “as a result of adopting more mod- 
ern equipment, it will be possible to 
utilize labor more efficiently and effec- 
tively than it can be used at the present 
time.” 


H® also made an enlightening com- 
parison between the way a pri- 
vate business operates and the govern- 
ment conducts a competing activity: 

“It would further seem that a com- 
mercial concern can oftentimes put into 
operation a program more rapidly than 
the government can,” he said, “because 
we are operating under a democratic 
system, and there must of necessity be 
a considerable lapse of time in estab- 
lishing new programs.” 

Or, as Leon Henderson once told a 
wartime meeting down at the old 
SPAB, when comparing the speed with 
which Canada put a certain war meas- 
ure into effect : 

“Up there they don’t have this legis- 
lative process. I am not advocating that 
system for down here, but it is certainly 
convenient.” Mr. Wallace may or may 
not have been in that meeting, but he 
must be thinking about what Leon said, 
oftentimes, if he was there. 

The engineers’ report said that prop- 
erly managed, Inland Waterways can 
be made a self-sustaining operation. 

Mr, Wallace indicated that it would 
be his purpose merely to seek such new 
equipment and operating increases, as 


will enable the lines to operate efficient- 
ly until such time as legislation permits 
the lines to be disposed of. 

South Trimble summarized the case 
for the lines in claiming that, prior to 
wartime conditions, the lines, in four- 
teen years, and after spending $500,000 
on rate cases, had accumulated an 
earned surplus of some $2,650,000. 

Since 1938, the flow of traffic 
changed from merchandise to bulk, for 
which the older equipment was not 
suited ; they were trying to operate with 
steam against competition using Diesel 
power. To stay in business a considera- 
ble outlay will be necessary for new 
equipment. 


Byes of the lines’ operation have 
tried to find out other reasons why 
the government could not operate effi- 
ciently over waters and under general 
conditions that private operators faced, 
making money while so doing. If the 
government contended that the “flow 
of the river was against them,” as some 
have put it, it also flowed against the 
bows of the private barges, didn’t it? 

There is a strong political sentiment 
supporting such activity, nevertheless. 
Even in the present session of Congress, 
there were proposals for projects that 
were not “self-liquidating” in any 
sense; as, for example, one plan that 
called for channeling out a dry bed for 
a barge route and pumping water across 
a mountain to fill the channel. Another 
case was the making a barge route 
over what opponents of the idea 
charged was simply a creek in eastern 
Kentucky. The barge, in this latter case, 
would have hauled coal now being car- 
ried by rail. There are lots of angles, 
before the lines change hands. 
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Government Utility 
Happenings 


Election Hits Public 
Power Bloc 


He casualties among members of 

Congress who have voted generally 
in favor of public power measures were 
noted during the recent election. The so- 
called public power bloc in the House of 
Representatives, headed by John E, Ran- 
kin (Democrat of Mississippi), lost ap- 
proximately one-third of its membership, 
although there was never any formal or- 
ganization of members in the lower 
chamber along this line. 

Broadly speaking the following mem- 
bers of the 79th Congress, who frequent- 
ly aided public power proposals, were 
defeated in the recent election—all Demo- 
crats, with the exception of Representa- 
tive LaFollette of Indiana: Patrick (pri- 
maries), Alabama; Doyle, Healy, Out- 
land, Patterson (primaries), Tolan, 
Voorhis, California; Geelan, Kopple- 
mann, Connecticut ; Traynor, Delaware ; 
White, Idaho; Mankin, Georgia; Doug- 
las, Illinois ; LaFollette, Indiana ; O’ Neal, 
Kentucky; Hook, Michigan; Bradley, 
Pennsylvania; Robinson, Utah; Coffee, 
DeLacy, Savage, Washington; Neely, 
West Virginia; Biemiller, Bobrowicz, 
Wisconsin. 

House members who have generally 
voted in favor of public power projects 
and who will continue to serve, in addi- 
tion to Representative Rankin and for- 
mer Speaker of the House Rayburn, are 
as follows: Douglas, Havenner, Holi- 
field, Izac, King, Miller, Sheppard, Cali- 
fornia; Dawson, O’Brien, Gorski, Gor- 
don, Price, Sabath, Illinois ; Ludlow, In- 
diana; Lane, McCormack, Massachu- 
setts; . Sadowski, Lesinski, Michigan ; 
Mansfield, Montana ; Marcantonio, Pow- 
ell, New York; Huber, Feighan, Ohio; 


DEC. 5, 1946 


Kelley, Pennsylvania; Fogarty, Forand, 
Rhode Island ; Jackson, Washington. 

Three probable new additions to the 
foregoing list were seen in the election 
of Representative John Carroll (Demo- 
crat of Colorado) and two Republican 
Representatives—John Blatnik of Min- 
nesota and H. D. Donohue of Massa- 
chusetts. 

Senate casualties among those mem- 
bers of the upper house who consistently 
favored public power developments in 
their voting were : Guffey, Pennsylvania; 
LaFollette (primaries), Wisconsin ; Tun- 
nell, Delaware; Mitchell, Washington; 
Murdock, Utah; Wheeler (primaries), 
Montana. Among Senators continuing to 
serve who have consistently favored pub- 
lic power in their voting are: Murray, 
Montana; Pepper, Florida; Hill, Ala- 
bama; Thomas, Utah; Taylor, Idaho; 
Magnuson, Washington; Wagner, New 
York. 

No indication has been given of the 
sentiment along this line of the newly 
elected Senators with the exception of 
Senator Knowland of California who 
voted favorably on several public power 
issues during his tenure as an appointed 
Senator in the 79th Congress. 


* 


May Request U. S. Aid 
On Utilities 


Wi cities running out of improved 
land, Federal government financial 
help may be proposed to permit extend- 
ing sewer, water, and other facilities to 
potential home sites. 

In his monthly report issued early in 
November, Housing Expediter Wilson 
Wyatt declared that, to a “far greater de- 
gree” than during 1946, new houses next 


754 





GOVERNMENT UTILITY HAPPENINGS 


year will have to be built on raw land in 
the outskirts of cities. 

As to the question whether the cost of 
improving such sites would require Fed- 
eral help, Wyatt responded : “By the time 
Congress meets in January, there un- 
doubtedly will be a recommendation with 
regard to Federal aid.” 

The housing chief, already tangled in 
conflict with the Reconstruction Finance 
Corporation over his plans to grant $65,- 
000,000 in Federal loans to prefabrica- 
tors, declined to elaborate. 

The report, however, forecast that the 
1,500,000 new homes and apartments 
scheduled to be started in 1947 will cre- 
ate a serious problem, especially since 
many will be big developments which 
must reach into suburban areas for large 
parcels of land. 


* 


Coal Mine Seizure Aspects 
Described by Bar Member 


N an address before the American Bar 

Association, Forney Johnston of Bir- 
mingham offered the following as his 
opinion concerning the seizure of the coal 
mines by the government: 


3y conceding a flat tonnage tax for wel- 
fare, the Krug- Lewis contract has chain- 
blocked every unit in the entire mining in- 
dustry to a central welfare and retirement 
program as a function of a central union 
destructive of local system or regional rela- 
tionships and so vast as to be governmental 
in scope. 

A plan so expensive and revolutionary 
should not have been conceded and forced 
upon an industry after seven days’ considera- 
tion at the point of an economic gun and 
without the advice or consent of the industry 
which pays the levy. 

According to Mr. Johnston, this par- 
ticular plan is lacking in “clarity, ra- 
tionale, definition, or regulation,” and, he 
continued : 

_ It violates basic principles of trusts. It will 

invite suits by potential beneficiaries. It will 

require judicial interpretation for the aid 


and protection of its trustees. Its 13 lines of 
text attest its legal insufficiency. 


Mr. Johnston then pointed out that it 
is one of the most astonishing occurrences 
in the history of Federal relations that 
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any officer or government vested with 
purely emergency responsibility would 
permit himself to be coerced and in turn 
coerce the industry into so portentous a 
step without its consent and without a 
hearing. 

It is his belief that the fund also tends 
to set up within our structure a series of 
funded super governments which, by po- 
tential or actual monopoly of the pension 
field through this type of collective bar- 
gaining, can demand a loyalty to the most 
considerate employer or to the govern- 
ment itself or the general welfare. Nor is 
there any limit to the enlargement of the 
demand with each succeeding labor con- 
tract or dynasty. 


Columbia Basin Activities 


Outlined 


— A. Banks, district engineer, 
in an address before the Spokane 
Chamber of Commerce revealed that 18 
per cent of all funds now being handled 
by the Bureau of Reclamation, Depart- 
ment of the Interior, are going into con- 
struction of the Columbia basin irriga- 
tion project. 

“Region 1 of the Bureau is to receive 
31 per cent of the funds available for all 
7 regions and the basin project will re- 
ceive 58 per cent of the region’s funds,” 
the engineer, builder of Grand Coulee 
dam, reported. 

“The original construction program 
would have involved expenditure of 
about $60,000,000 annually for several 
years,” he said, based on the expectation 
of having 400,000 of the 1,000,000 acres 
settled by 1951. 

Unemployment conditions had not de- 
veloped to the extent anticipated and the 
project’s request was cut to $30,000,000. 
The House cut it to $13,000,000, the Sen- 
ate restored it to $27,000,000, and they 
finally compromised on $18,000,000, 
which with $10,000,000 carried over from 
the preceding year left $28,000,000 for 
the present fiscal year. 

Orders were then received to hold up 
pending awards, establish personnel ceil- 
ings at the existing level, and limit ex- 
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penditures on the project to about 50 per 
cent of the funds available through ap- 
propriation. 

Recently, he continued, the $28,000,- 
000 has been restored “but our person- 
nel ceilings have not yet been adjusted to 
the restored program.” 

The engineer then described the heavy 
construction jobs going on at many 
points, from Coulee City to Pasco, 90 
miles south. He added: 

Next year as you travel through the proj- 
ect, you will see construction activities at 


other points as the work of building the irri- 
gation system gains headway. 


Machinery will be operating simul- 
taneously on three large dams, he said. 


* 


Ambitious Plans Afoot 
For Colorado River 


Be ieee Bureau of Reclamation has pre- 
pared a “secondary development 
program” for the Colorado river valley 
(or basins) which calls for the construc- 
tion of 138 different dams at a cost tenta- 
tively estimated at close to $1,000,000,- 
000. The long-range program is a flexible 
one, not integrated, but rather a collection 
of suggested projects, all in the blue-print 
stage. The program would develop both 
basins of the Colorado river, the first, or 
upper basin, in Utah, Nevada, Colorado; 
the second in Arizona, New Mexico, and 
California. Since quite a bit of develop- 
ment has already taken place in the lower 
basin, the bulk of projects is in the upper 
one. One hundred of the 138 are to be 
built in the north basin. 

Of the 138 dams, 38 will have power, 
with an expected generating capacity of 
3,500,000 kilowatts. Some of the projects 
are purely power projects, with no appre- 
ciable reclamation benefits likely to ac- 
crue. 

These loosely connected projects have 
been forwarded to the states concerned 
for recommendation and suggestions. So 
far, there has been no attempt to organize 
the whole mass into an integrated “au- 
thority,” but there have been set up two 
“basin committees,” one in each basin, to 
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push the plans along. The upper basin 
committee is headed by Harry Bashore, 
former Reclamation chief. 

There are admittedly plenty of “bugs” 
in the plan. For one thing, the entire plan 
if put into operation would use up slight- 
ly over 100 per cent of the available 
water. There is at present an interstate 
battle over downstream rights to the Col- 
orado waters in the lower basin, a battle 
heightened by the current drought in the 
region. The states involved have been 
urged to settle their differences promptly, 
and no action on the Reclamation Bu- 
reau’s proposals can be taken until the 
water disposal has been finally and amica- 
bly determined. So far, California has re- 
fused to confer with other states involved 
in the bickering. 


¥ 


Codperatives’ Taxes 
Under Fire 


Spry showing that codperatives 
did $30,374,203.61 worth of business 
in Maryland in 1945, but paid only 
$2,326.18 in income taxes to the state, 
caused something of a stir recently in the 
state legislative council. 

State Senator Wilmer C. Carter, of 
Baltimore, described the situation as 
“grossly unfair and unjust” to other 
types of businesses and commented: 
“You and I are left to pay the gigantic 
costs of the Federal and state govern- 
ments.” 

Observing that codperatives have “ex- 
panded into big business,” he added: 
“They are advocated by those who seek 
a complete turnover of the government. 
There is an iniquitous scheme to extend 
codperatives into something else other 
than American.” 


> 


Seek Minimum on Project 


Funds 


G" Corpon and Wayne Morse, Sen- 
ators from Oregon, conferred with 
Brigadier General R. C. Crawford, act- 
ing chief of the Corps of Engineers, re- 
cently to determine what steps can and 
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should be taken to permit an “irreducible 
minimum” of funds for Northwest rivers 
and harbors and flood-control projects. 

“IT am convinced,” Cordon stated, “that 
allocations for Northwest projects have 
been cut below an irreducible minimum 
necessary to carry on absolutely essential 
operations. If we cannot move ahead on 
our civil works program in Oregon this 
year, at least I hope we shall not slide 
backward, neglecting essential upkeep 
operations.” 


* 


Krug Says Pressure Blocks 
Project 


A. Kruse, Secretary of Interior, has 
J e charged that delay in completing the 
enormous Central valley project is due 
to the pressures of “one or two large cor- 
porations” in defiance of the expressed 
policy of the people of the state of Cali- 
fornia. 

One of the results is that $3,500,000 
worth of water is flowing down the Sacra- 
mento river and going to waste into the 
sea every year, he said. 

“We should get the view of the people 
so clearly expressed back in Washington 
that the one or two corporations in oppo- 
sition will be isolated and shown to be 
in the minority,” Krug declared. 

The power lobby has a simple method 
of blocking the program, he said. 

“They simply tell the eastern Congress- 
men that there is no reason for the gov- 
ernment to appropriate money for the 
West,” he explained. “The combination 
of eastern Congressmen working with 
the power people out here, blocks the pro- 
gram. 


Benton County to Cut Rates 


ATE reductions ranging from 10 to 
22 per cent will be made effective 
for all customers of Benton County Pub- 
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lic Utility District as soon as Bonneville 
Power Administration completes con- 
struction of transmission lines and sub- 
stations required to serve the PUD, R. 
R. Richmond, Jr., Bonneville’s mid-Co- 
lumbia district manager announced re- 
cently. 

General agreement on resale rates was 
reached in connection with preparation 
of a wholesale power contract between 
Bonneville and the Benton PUD, Rich- 
mond said. 

In addition to effecting a substantial 
reduction in electric power costs to Ben- 
ton county ratepayers, the new rates will 
be consolidated and greatly simplified, 
according to J. B. Whitehead, manager 
of the Benton PUD. Whitehead pointed 
out that at the present time there are 16 
different rate schedules in effect in Ben- 
ton county. The PUD will have only 4 
rate schedules for the different classes 
of consumers. 

Benton PUD recently acquired by 
condemnation all Pacific Power & Light 
Company distribution lines in the county. 
Purchase price was $1,265,000, The new 
rates will enable the PUD to apply to 
debt retirement about 25 cents out of 
every dollar paid by Benton county con- 
sumers for electric power. 


> 
Hybrid Agency Favored 


OMETHING new in the way of a river 
development setup was favored by 
the Missouri Basin Interagency Commit- 
tee at its recent meeting in Lincoln, Ne- 
braska. 

The state governors of the Mis- 
souri valley area are gloomy over the 
prospect for rapid progress on Missouri 
river work by the Federal government, 
because of the adverse economic at- 
mosphere now prevailing at Washington. 
The governors, who make up half of the 
committee, think that the controversy 
over old-line Federal departments and in- 
dependent regional authorities (a la 
TVA) has stymied progress to date. 
They seek a compromise in the form of 
joint state action with some Federal au- 
thority delegated by act of Congress. 
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Wire and Wireless 
Communication 


NFTW Forms “One 


National Union” 


| ergs of the loosely knit Na- 
tional Federation of Telephone 


Workers into a strong national union was 
largely accomplished at the thirteenth 
national assembly of the NFTW held in 
Denver last month. Delegates represent- 
ing 224,700 telephone employees, 60 per 
cent of them women, adopted a constitu- 


tion for the new “one national union,” 
to be known as the Communications 
Workers of America. The delegates now 
have the task of getting that constitution 
ratified by individual locals and divisions. 
Ratification is expected to take from two 
weeks to six months, and the new organ- 
ization will go into operation when it has 
been approved by 115,000 members. This 
is expected to be accomplished on or be- 
fore June 10, 1947, when another assem- 
bly is to be called. Presumably, those 
unions which do not affiliate themselves 
with CWA will remain in the NFTW 
fold, at least for the time being. 

Chief advantages accruing to the 
tighter national union are better strike 
control, collective bargaining on a na- 
tional scale, and a stronger position in 
interunion jurisdictional battles. In his 
opening address to the assembly, NFTW 
President Joseph A. Beirne stressed the 
need for national unity in collective bar- 
gaining. Said Beirne: “We will need to 
be strongly united in order to resist the 
onslaughts industry is now gearing to be- 
gin.” Looking ahead to next March, 
when many telephone labor contracts will 
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expire, Beirne predicted “things will be 
different,” and added “we must be united 
by then.” Beirne also promised to fight 
off challenges from rival CIO and AFL 
unions in the communications field, point- 
ing out that his union represented “the 
bulk of the workers in the telephone in- 
dustry.” 


ETTING to work on its new constitu- 
tion, the delegates voted to broaden 
the union’s jurisdiction to include “every- 
thing that involves electrical impulses, in- 
cluding manufacture of equipment in 
connection therewith.” They surrendered 
their independent right to strike by re- 
quiring prior executive board. approval 
of a proposed walkout. The national 
board also has the right to intervene 
where a strike threatens, and can impose 
stiff penalties for unauthorized walk- 
outs. 

A controversial clause, which would 
have banned membership to followers of 
foreign ideologies or those who advocate 
overthrow of the U. S. government by 
violence, was not approved by the con- 
vention. A proposal to set minimum na- 
tional monthly dues at $1.50 was tabled 
after long discussion, but the convéntion 
retained the right to set minimum dues. 

When a section was proposed setting 
up machinery for withdrawal of a local 
or division from the national union, tt 
was defeated after a stiff fight. Repre- 
sentatives of two large divisions—West- 
ern Electric Employees Association and 
Communications Equipment Workers—§j; 
then walked out of the assembly, refus- 
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ing to take further part in constitution 
deliberations. Whether these two unions 
will ratify the pact in its present form is 
uncertain. As the constitution now 
stands, a union attempting to withdraw 
from the national would probably risk 
loss of its funds, which are considered 
“trust funds of the national union” to be 
ued for the locals “so long as they are 
members of the union.” The convention 
aso approved a clause preventing unions 
from incorporating unless required to do 
so by law, Finally, the new constitution 
was approved by a yes vote of 163,440. 


ELEGATES then went into considera- 

tion of which items could be bar- 
gained for on a national basis, and which 
would be left to the discretion of the 
locals. 

The new constitution in effect appoints 
the national executive board as sole bar- 
gaining representative of all unions on 
those particular items considered na- 
tionally applicable. Main bargaining is- 
sues are expected to be higher pay, short- 
er hours, and a union shop clause in all 
contracts. Members are also seeking $100 
monthly retirement pensions and in- 
creased premium payments. Temporary 
oficers elected to serve until ratification 
of the constitution are Joseph A. Beirne, 
Washington, D. C., president; John J. 
Moran, New York, vice president; and 
Carlton W. Werkau, Washington, D. C., 
secretary-treasurer. 


a 


Phone Priorities to Be 
Lifted Soon 


j Civilian Production Adminis- 
tration has submitted plans for re- 
voking government priority controls on 
telephone installations to the Telephone 
Industry Advisory Committee. At a re- 
cent meeting of CPA officials and the 
committee, a general policy of decontrol 
was agreed upon, with the committee sug- 
gesting that Order U-2, maintaining in- 
stallation priorities, be continued until 


“Bthe end of 1946, 


_ Under the present controls, preference 
is given to four classes of phone users be- 
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ginning with state and local governments 
and hospitals. Veterans hold the lowest 
priority and ordinary householders have 
no priority whatsoever. With the end of 
controls, telephone companies are ex- 
pected to inaugurate their own system of 
voluntary rationing, in conjunction with 
state and local utility commissions. 

There is still a backlog of 2,500,000 
unfilled orders for telephones and so far 
it has been impossible to manufacture 
equipment fast enough to meet the de- 
mand. 

Industry spokesmen estimate that 
the annual demand for phone service has 
increased seven-fold, from 500,000 year- 
ly before the war to more than 3,500,000 
applications in 1946. Shortages are still 
critical in large cities, particularly New 
York and Washington, but priorities are 
to be dropped as part of the government’s 
move to release wartime controls. 

* 


New Rate Increase 
Request Filed 


ELEPHONE rate increase petitions 

were boosted still further last month 
with Southern Bell Telephone & Tele- 
graph Company asking the South Caro- 
lina Public Service Commission for high- 
er rates to meet increasing costs. South- 
ern Bell’s Carolina manager, E. H, Was- 
son, declared that his company’s costs 
had risen 154 per cent, while revenues 
rose only 108 per cent since 1940. The 
company asked for an additional 5- 
cent charge on intrastate toll calls, with 
a sliding scale of higher rates on local 
service calls. It was Southern Bell’s 
fourth request for rate increases in its 
territory. An earlier request filed with 
the Kentucky Public Service Commis- 
sion reached the hearing stage. The com- 
pany’s vice president and treasurer, Fred 
J. Turner, told the commission that costs 
had risen sharply because of increased 
labor and equipment expenses. Among 
protestants to the proposed rate increases 
were the city of Louisville, five other 
Kentucky communities, and OPA’s 
Utilities Division, represented by its new 
chief, Dr. Laurence Knappen. 


DEC. 5, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


Still another rate boost case neared the 
hearing stage, as the Missouri Public 
Service Commission ordered a probe of 
the books of the Middle States Utilities 
Company, which has asked for higher 
rates on its telephone service in northern 
Missouri. No date has been set for the 
hearings. 

. 


Telecommunications Meeting 


Slated for July in U.S. 


LANS for a world telecommunications 

meeting in this country beginning 
July 1, 1947, were discussed at the recent 
Five Power Telecommunications Con- 
ference in Moscow. Representatives of 
the United States, Great Britain, France, 
China, and the Soviet Union agreed to 
undertake basic reorganization of the 
present International Telecommunica- 
tions Union, which has been in existence 
since 1865. 

Up until now, the union has held 
meetings every five years and maintains 
a bureau in Bern, Switzerland, which acts 
as a registry of radio frequencies and as 
a publisher of service documents. It is 
proposed to affiliate the ITU with the 
United Nations, as a “specialized agency” 
under the UN charter. 

Seeking to strengthen the ITU struc- 
ture and give it an opportunity to act as 
coordinator of international radio broad- 
casting, it is planned to revise the ITU 
charter, now known as the Telecommu- 
nications Convention of Madrid. The 
ITU will be composed of an administra- 
tive council of fifteen members, a perma- 
nent secretariat, and a central frequency 
registration board of radio technicians. 
The 5-member board will not have au- 
thority to assign or deny frequencies to 
any international broadcaster, but will 
be notified when a new station is to begin 
operation. If the proposed station would 
be likely to cause interference to existing 
stations, the board may notify the new 
station and suggest other nonconflicting 
frequencies, but its suggestions may be 
ignored without penalty or international 
sanction. Thus, the question of interna- 
tional good will is the final determining 
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factor in amicably assigning frequencies 
for essential telecommunications recep. 
tion. 

The Moscow conference also agreed ty 
hold a World High Frequency Broadcag. 
ing Conference in the fall of 1947, to as. 
sign frequencies to short wave stations 
all over the world and to establish a new 
World High Frequency Broadcasting 
Organization. 

. 


FCC to Face Fight in 
Congress 


HE Federal Communications Con- 
mission will face a difficult time 
when the new Congress convenes in 
January. Commission officials fear re- 
sumption of a congressional investigation 
into its activities, since a 1943 probe of 
the agency was effectively blocked by 
White House intervention in the inter- 
ests of national security. One Repubii- 
can who was on the original Cox In 
vestigating Committee at that time is 
now in a commanding position to resume 
an investigation of FCC, or at least to get 
“tough” with the agency. Representative 
Wigglesworth (Republican, Massachv- 
setts) is slated to be chairman of the In- 
dependent Offices subcommittee of the 
House Appropriations Committee, which 
has jurisdiction over FCC’s budget esti- 
mate. Representative Wolverton (Re 
publican, New Jersey) is likely to k 
chairman of the House Interstate Com- 
merce Committee, where bills to amend 
the Communications Act will be consi¢- 
ered. Most of the complaints against FCC 
are directed against its powers to licens 
and relicense radio broadcasters. Som 
Republicans feel that the present setup 
gives the FCC an opportunity to use its 
licensing power to political advantage, 
and any amendment to the act will prob- 
ably take this tack. It is not anticipated 
that present jurisdiction of the FCC over 
telephone and telegraph companies wil 
be disturbed. 
On the Senate side, some opposition 
likely to the return of Paul Porter to the 
chairmanship of the commission. Under 
the calm leadership of Acting Chairmat 
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Denny, the FCC has managed to avoid 
political dilemmas, but Porter has in- 
curred congressional wrath because of 
his connection with, and fight for con- 
tinuation of, OPA. There has been as yet 
no indication that Porter will return to 
the commission, aside from backstage 
Washington rumors. 


> 


Mobile Radio Rates.Set 
By Bell System 


TS rate proposals for mobile 
radio service furnished by telephone 
companies are being circulated by Bell 
system to its companies and are being 
considered also by independent opera- 
tors. 

The rates are now experimentally 
in effect in several cities served by the 
Bell system. Those customers receiving 
the service have been told that the present 
rates are only tentative and are subject to 
revision when details of operating costs 
and experience are available. The rate 
publication issued by Bell runs to seven 
pages of rates and details, but in general 
the rate structure is about as follows: 
For ordinary two-way local service with 
mobile units furnished by the telephone 
company the installation charge is $25. 
A monthly charge of $15 is made for the 
use of the mobile equipment and a mini- 
mum charge of $7 is made for 150 “mes- 
sage units.” Since there are approximate- 
ly three message units to each local com- 
plete message, the minimum monthly 
charge allows about 50 complete local 
messages. 

Any additional messages are paid 
for at the rate of five cents per message 
unit. 

The commercial committee of the 
United States Independent Telephone 
Association has reviewed these rates, and 
is advising its member companies to set 
their tentative radio service rates no low- 
er than those suggested by Bell system. 
The committee pointed out that general 
construction and operating costs have 
risen since the Bell rates went into effect. 
The same committee also urged its board 
of directors to initiate an investigation 
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into methods of obtaining desirable loca- 
tions for antennae to be used in mobile 


radio service. 
® 


New Reservation Service 
To Be Inaugurated 


[age RESERVATIONS, INC., a new 
communications service providing 
reservations for hotels and transporta- 
tion media, will soon be established. 
Combining facilities of Western Union 
and American Telephone and Telegraph 
Company, the new service calls for set- 
ting up a teletypewriter network among 
its customers. Equipment will be run by 
Western Union while wires will be leased 
from AT&T. The new venture will not 
come under jurisdiction of the Federal 
Communication Commission, since its 
operation is not considered that of a com- 
mon carrier. Chief customers of the 
reservation service are expected to be 
hotels, air lines, railroads, and steamship 
lines. 

A check-cashing service is also con- 
templated, 

* 


World Telecommunications 
Getting Back to Normal 


VERSEAS telecommunications facili- 

ties are gradually being restored, 
despite technical and political difficulties. 
Last month, AT&T reopened its circuit 
to Moscow to general public use. Cost 
of calls starts at $12 for three minutes, $9 
on Sundays. 

Up to now, traffic on this newly 
opened line has been light, averaging less 
than 10 per day. Unrestricted use of ex- 
isting lines to Germany is expected to be 
resumed sometime this month. 

In the Far East, service to Shanghai, 
Honolulu, and Manila has been reinstated 
in Globe Wireless, Ltd., while RCA 
Communications, Inc., recently began 
direct service between the United States 
and Netherlands East Indies. Most of 
the lines in the East had been suspended 
since Pearl Harbor or early in 1942, at 
the time when the Japanese overran the 
Pacific island chain. 
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Financial News 


Utility Earnings—Current 
And Future 


ge VJ-Day, there was much ap- 
prehension in some quarters over 
the outlook for postwar utility earnings, 
because of the impending loss of the spe- 
cial wartime power load. But since this 
power was sold at very low rates, the 
utilities have found themselves better off 
without it, since they were able to substi- 
tute more profitable residential and com- 
mercial sales. Moreover, the utilities 
have now recovered their wartime indus- 
trial output level—in August kilowatt- 
hour sales were .6 above the previous 
year, and revenues gained 1.5 per cent. 
Later there were fears of drastic rate 
cuts. It was thought that the state com- 
missions would immediately order de- 
creases in rates to take away all the gains 
resulting from the new tax law, as well 
as the savings resulting from the heavy 
refunding operations of 1944-45. This 
has not yet proved to be the case. Some 
companies have made voluntary cuts and 
in other cases the commissions have or- 
dered reductions, but in general these 
probably took only about half of the esti- 
mated gains, leaving the utilities some 
protection against rising costs. The rec- 
ord of earnings (millions of dollars) is: 


Net Income 

In- 

1946 1945 crease 
41.0% 
34.7 
42.9 
32.4 
20.2 
15.1 
20.6 
17.1 
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Revenues 


In- 
1946 1945 crease 
$282 $280 0.6% 

Feb. 272 272 0.1 

Mar. 266 264 0.7 

Apr. 263 258 2. 

May 261 259 

June 263 261 

July 266 259 

Aug. 274 260 


Total 2,147 2,113 
DEC. 5, 1946 


Jan. 


and 
Comment 


By OWEN ELY 


The outlook for the balance of this 
year appears rather favorable. While 
costs are creeping up, weekly electric out- 
put has recently been setting new all- 
time highs. In the week ended November 
9th, 4,682,085,000 kilowatt hours were 
distributed, compared with the previous 
wartime high of 4,616,975,000 in the 
week ended December 23, 1944. Output 
for the recent week was 18.6 per cent 
over last year as compared with a gain 
of only 11.2 per cent in the week of Oc- 
tober 5th. All major areas shared in the 
gain, though the mid-Atlantic and New 
England sections lagged somewhat be- 
hind the others; the Pacific coast made 
the best showing with a gain of 26.3 per 
cent, 


HAT is the outlook for 1947? Com- 
parisons with 1946 in the early part 

of the year may prove disappointing, 
since the first quarter of 1946 was ex- 
tremely favorable (see table). More- 
over, the utilities next year will have to 
bear the full brunt of rising wages and 
material costs. They have lost the “bal- 
ancing” factor of 85 per cent taxes, 
though the present 38 per cent rate re- 
mains helpful for this purpose. In the 
month of August (latest available), fuel 
costs were up 17.7 per cent over last year, 
wages 17.3, and other expenses 10.5 per 
cent, as compared with a gain in kilowatt- 
hour output of only 3.1 per cent. These 
items should be closely watched for an 
indication of the 1947 trend of ——- 
August net income was about $7,000,- 
000 above a year ago and this would 
have been wiped out by an additional gain 
in expenses of 8 per cent (5 per cent 
after allowance for tax savings). Very 
few refundings are now being effected so 
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that increased savings from this source 
will taper off—unless we again get an ac- 
tive bond market, which seems unlikely 
with the current rising trend in interest 
rates. With the present rapid rise in ma- 
terial costs, and the threat of higher coal 
prices resulting from the current strike 
in the soft coal mines, the utilities may 
well encounter a greater increase in costs 
than 8 per cent over the August level. 

Residential revenues should continue 
to gain, however, as the housing program 
isnow getting under way and new house- 
hold appliances should reach consumers 
in good volume next year. 


HE demand for electricity resulting 

from new housing is difficult to esti- 
mate and may prove somewhat disap- 
pointing. Most of the new GI houses are 
small and the program has been slow. 
But we do know that some electric com- 
panies already have sizable waiting lists 
of potential customers. Moreover, con- 
struction should prove a continuing gain 
and, after the peak of housing is out of 
the way, there will be new office build- 
ings, theatres, etc., to take up the slack. 
These gains — appliances and new con- 
struction—may retard the effects of ris- 
ing costs on net income. Fortunately, 
some of the utilities are partially protect- 
ed against rising fuel costs in their rate 
schedules, though these usually apply 
only to industrial business where the 
margin of profit is extremely small. 

It is to be hoped that the state commis- 
sions will be satisfied with the substantial 
rate cuts made in 1946, and will not de- 
mand another “pound of flesh.” They 
should recognize that the net earnings of 
early 1946 were abnormally high and 
may represent a peak for some time to 
come. In general there seems to have 
been codperation this year between the 
utilities and the commissions. 


* 


Consumers Power Offering 
Successful 
OMMONWEALTH & SOUTHERN Cor- 


PORATION is effecting slow but 
steady progress with the current integra- 
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tion plan, which provides for the sale of 
“new money” stock issues with the dual 
purpose of raising funds for construc- 
tion and providing market values for a 
future exchange program to retire the 
preferred stock. In June, about $8,000,- 
000 of Ohio Edison stock was sold by a 
Morgan Stanley syndicate, and the same 
firm recently marketed some $17,000,000 
Consumers Power common. (At least 
$20,000,000 might have been realized if 
the offering could have been made in the 
summer; it was postponed from earl 
September because of the market break. 
The Morgan bid of $33.5399 was only 
slightly better than the First Boston-Har- 
riman Ripley offer of $33.36. (Lehman 
Bros. bid $31.445.) The reoffering price 
of 36 allowed a total profit of nearly 23 
points to the syndicate and selling groups. 
This was a somewhat better spread than 
on Dayton Power & Light, purchased by 
a Blyth-Mellon syndicate at $33.639 
last June and reoffered at $35.75. In the 
present instance the liberal selling com- 
mission of 14 points may have aided the 
success of the offering. While the issue 
didn’t “go out of the window” it was rea- 
sonably successful, considering the han- 
dicap of current market conditions. 


ONSUMERS PowER was offered on a 

5.55 per cent yield basis. This com- 
pared with recent yields of about 5.6-per 
cent for Ohio Edison, 5.5 per cent for 
Dayton Power & Light, 5.8 per cent for 
Columbus & Southern Ohio Electric, and 
5 per cent for Cincinnati Gas & Electric. 
Points in favor of Consumers Power 
were: (1) It is the largest Common- 
wealth subsidiary. (2) While in a highly 
industrialized region, residential rev- 
enues are substantially larger than indus- 
trial, helping to stabilize earnings. (3) 
Residential rates are very low and resi- 
dential use of electricity very high. (4) 
Industrial and commercial rates are being 
currently reduced $3,000,000, and allow- 
ing for this cut the return on original 
plant cost is only about 6.1 per cent. (5) 
While the company has enjoyed ex- 
tremely rapid growth there are said to 
be 20,000 electric consumers awaiting 
new service. 
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Unfavorable points were: (1) Possi- 
ble inroads may be made on earnings by 
the rate cut (45 cents after tax savings). 
(2) Book value is only about half the 
market price (though this is typical of 
new issues, because of write-offs). (3) 
The fact that the company is largely tied 
in with the motor industry which may 
make it moderately vulnerable in any real 
depression. (4) A large amount of addi- 
tional stock may come on the market 
when the exchange offer for Common- 
wealth & Southern preferred is effected 
(which may not be for some time, how- 
ever). 

o 


Common Stock Rights 


Sow use of common stock rights to 
raise new capital is again coming 
into fashion among utility companies 
after a lapse of fifteen years or more. 
American Telephone and Telegraph 
Company recently issued rights in con- 
nection with its huge offering of new con- 
vertible bonds. National Power & Light, 
about a year ago, raised new capital for 
Pennsylvania Power & Light Company, 
its subsidiary, by giving its own woe 
holders the right to subscribe for 1,818,- 
719 shares of Pennsylvania stock. 

Columbia Gas & Electric gave its 
stockholders the right to subscribe for 
shares of Cincinnati Gas & Electric, 
though it was necessary for underwrit- 
ers to take over a large part of the issue 
as a public offering, because of bad mar- 
ket conditions. Sioux City Gas & Elec- 
tric, last December, made a common stock 
offering subject to prior rights offered 
to stockholders. 

Perhaps the first clear-cut issuance of 
“new money” rights, however, was the 
recent issue by Central Illinois Electric & 
Gas Company of rights to subscribe to 
80,000 additional shares at $15 a share, 
good for about three weeks. It will be in- 
teresting to note whether other companies 
follow suit, in raising new capital funds. 
The practice may be stimulated by a new 
ruling of the Federal Reserve Board. 

The board has announced that, effec- 
tive December Ist, stockholders of a cor- 
poration may buy new issues of that com- 
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pany’s securities on a 50 per cent loan 
basis. Public utility holding companies 
can take advantage of this rule also, by 
issuing rights to their own stockholders 
to acquire stocks of operating sub- 
sidiaries which are being sold to further 
integration programs. It is understood 
that only original holders of rights can 
take advantage of the new rule and that 
buyers of rights will not be eligible to 
obtain loans. 

James J. Caffrey, chairman of the Se- 
curities and Exchange Commission, is 
said to have codperated with the Federal 
Reserve Board in framing the new rule. 
Commissioner Caffrey probably feels 
that, if holding companies can obtain 
part of their required funds from their 
own stockholders, this will ease the prob- 
lem of finding investment money for the 
balance of the issues sold to the public. 


* 


Errata 


ig the November 21st issue, page 668, 
we included a review of Ira Haupt & 
Co.’s recent investment letter on the lev- 
erage factor in holding company com- 
mon stocks. It was indicated that it 
showed American Power & Light earn- 
ings at $8, Commonwealth & Southern at 
90 cents, Electric Power & Light at $5.20, 
etc. This was incorrect. 

What Ira Haupt & Co. did show was 
one times the earnings applicable to hold- 
ing company preferred stocks before 
holding company expenses and taxes, 
and then related those earnings to the 
number of shares of common outstand- 
ing. For example, if a company had 
$24,000,000 of earnings before holding 
company preferred dividends and had 3, 
000,000 shares of common outstanding, 
the value of one times earnings is equal 
to $8 per share of common. Therefore, 
if American Power & Light would have 
sufficient asset value at 10 times earnings 
to cover its preferred stock, then at Il 
times consolidated earnings the common 
would be worth $8, at 12 times $16, etc. 

We hope this will explain the item 
which was wrongly reported to be earn- 


ings per share. 
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What Others Think 


Farm Electrification Conference 
Creates Permanent Organization 


HE National Farm Electrification 

Conference held in Chicago, No- 
vember 7th and 8th, appeared to be an 
interesting and enlightening venture for 
those in attendance. It was convened for 
the purpose of discussing the profitable 
utilization of electricity on the farm, both 
in raising farm living standards and im- 
proving farm methods. 


Attending the conference were 400 
representatives of agricultural colleges, 
extension service agencies, farm equip- 
ment manufacturers, Rural Electrifica- 
tion Administration (REA) codpera- 
tives, and power companies. This meet- 
ing (the first of its kind at which so many 
groups were represented) it was agreed 
by those present, provided opportunity 
for free interchange of ideas among 
those with a definite interest in the sub- 
jects discussed and it filled a long-felt 
need. 

To assure the maintenance of the bene- 
fits realized from these sessions, it was 
voted to continue the conference on an 
annual basis, a permanent association 
was organized to act as sponsor, and its 
officers were elected. 

The chairman of the new organization 
is Hansel Schenck, president of the 
Indiana Farm Bureau, Indianapolis, and 
a director of American Farm Bureau 
Federation. The vice chairman is George 
W. Kable, editor of Electricity on the 
Farm magazine, and the secretary-treas- 
urer is Russell Gingles, of the National 
Electrical Manufacturers Association. 


iy opening the conference, the keynote 
of its theme was sounded by George 
W. Kable, who served as chairman of 
the sessions. He said: “Unless the farm- 
er specifically, and agriculture generally, 
profit from the use of electricity on 
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farms, no one will profit.” Also, he ex- 
plained that there would be no discussion 
at this conference of the extension of 
electric lines to farms, as “this is a job 
that is being done by private utilities, and 
by government loans to farmers through 
the REA.” 


The Honorable Dwight H. Green, 
governor of Illinois, addressing the con- 
ference, said that the first phase of rural 
electrification, that of extending lines 
through rural areas, is well along toward 
completion, and added that 


It is proper that authorities in this field 
turn more of their attention to the next 
phase, that of finding new and improved uses 
of electricity on farms. 

This calls for codperation between agencies 
of government and private business, for both 
share the responsibility for this work. 


Dr. H. C. Ramsower, director of the 
agricultural extension service, Ohio State 
University, Columbus, Ohio, stated that 
this service has continuously taught the 
numerous advantages and profitable uses 
of electricity on the farm and in the 
home. A philosophy of “let the machine 
do the work” has been preached, through 
many kinds of meetings, demonstrations, 
tours, exhibits, bulletins, and press 
articles. 

The managing director of the National 
Electrical Wholesalers Association, 
Charles G. Pyle, told the conference that 


The greatest single job facing the electrical 
industry today is the organization of a com- 
plete, constructive, and continuing program 
to sell electrical service and electrical prod- 
ucts to the farm. 

If we succeed, we will not only create a 
tremendous amount of business for every 
branch of the electrical industry. We shall 
also render the far greater service of build- 
ing on the soil of America a broader and 
firmer foundation for the future welfare 
and prosperity of all our people. 





Qa.e.c 4& CO Ht te & 


WHAT OTHERS THINK 


The keyman in this job of reaching 
and educating the farmer, declared 
Mr. Pyle, is the electrical specialty dealer. 
He commented that many trained dealers 
of this type have long been active in the 
rural market, and have gained a thorough 
understanding of the farmer’s needs for 
electrical equipment. The electrical in- 
dustry, he added, should assist the deal- 
er with sales training courses, sales 
manuals, advertising, and other promo- 
tional materials. 


V 7ittiAM A. Ritt, secretary-man- 

ager, North Central Electrical In- 
dustries, Minneapolis, Minnesota, de- 
clared that in planning the wiring system 
for a farm, the average farm must be 
considered as an industrial plant, a pro- 
duction and processing plant for food, 
feed, seed, textile materials, or other 
products. The greater the degree of 
processing, he explained, the greater is 
the return in terms of farm income. He 
asserted : 

Anything less than good wiring on the 
farmstead is not only a serious bottleneck to 
successful use of electricity, but usually 
causes dissatisfaction and needless expense 
in the use of electricity for anything beyond 
lighting and minimum power uses. 

If the farmer does not have good wiring, 
he is probably paying for it anyway in power 
losses, inefficient performance of equipment, 
and limitations on more widespread and 
profitable use of electricity. 


The speaker expressed the opinion 
that the farmer can be best assured of 
getting an adequate wiring system when 
there is complete codperation and co- 
ordination among all those concerned 
with farm electrification, in efforts to 
improve farm wiring standards, and to 
assure the farmer’s understanding of the 
importance of adequate wiring. 

Dr. W. T. Spanton, chief of the agri- 
cultural educational service of the U. S. 
Office of Education, spoke upon voca- 
tional training. He remarked that train- 
ing of farm youth and adult farmers in 
the farm shops of departments of voca- 
tional agriculture can be an important 
factor in extending the use of electricity 
on the farm. 

He continued : 
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Marked progress toward bringing elec- 
tricity to the farm had been made at the 
outbreak of the war, and active resumption 
of this program is again under way. With 
the widespread use of electricity on the 
farm, however, will come a host of prob- 
lems, Sound educational programs, designed 
to meet the needs of farmers throughout the 
country and assist them in their rural elec- 
trification programs, are just as essential as 
are similar programs in the field of farm 
machinery repair. 


Dr. Spanton gave a diverse list of sub- 
jects in which instruction may be avail- 
able in practically all of the 7,500 depart- 
ments of vocational agriculture scattered 
throughout the country. Farm shop fa- 
cilities are provided where practical in- 
struction and participating experience, 
under supervision, can be had in the op- 
eration, care, and overhauling of farm 
machinery and electrical equipment. 


T. Montrort, research associate of 

e the agricultural engineering depart- 

ment, Texas A&M College, talked on the 
need for intensive training of extension 
agents, vocational teachers, and others 
engaged in work on farm electrification. 
Only a few of the personnel now in serv- 
ice, he said, have had this basic training 
and experience necessary to guide the 
farmer in fully realizing the benefits of 
electric service. Codrdinated series of 
training meetings held at regular inter- 
vals in the field, he suggested, could well 
be jointly sponsored by agricultural col- 
leges, power suppliers, manufacturers, 
and distributors. Instructors for such 
courses, he explained, are available in 
the people now in key positions with col- 
leges, agricultural experiment stations, 
extension service, power suppliers, REA 
officials, and equipment makers. In con- 
cluding, he remarked: 

The facilities of all interested agencies 
must be carefully codrdinated, so as to pre- 
vent duplication of effort. It must be kept 
in mind that although the method of ap- 
proach may vary slightly among agencies and 
organizations, there is only one final objec- 
tive, common to all—that the farmer use his 
electric service to the best possible advantage. 


E. H. Schriefer, of the Sales Analysis 
Institute, Chicago, told the gathering that 
facts and figures about electrical equip- 
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ment offered for sale to the farmer will 
be of little use, unless the story is so pre- 
sented as to strike a responsive note with 
the farmer. 

He said: 

The farmer is his own boss. He does what 
he wants to do when he wants to do it. In 
selling him, therefore, the product you have 
to offer must be offered to him in such a 
way as to help him reach his objective or 
attain what he wants from life. 

Have you ever wondered why you dealers 
and manufacturers were making slow prog- 
ress in selling the farmer; have you won- 
dered why he resisted your ideas; why he 
hasn’t asked for more catalogues or reports 
on the products you manufacture? Perhaps 
you haven’t considered that the farmer, in 
thinking about your equipment from a pur- 
chasing standpoint, was trying to reconcile 
your sales talk and promotional material with 
his own objectives. 

He may have been wondering if your 
equipment would enable him to make a prof- 
it, reduce his physical work, get his stock 
to market quicker, or reduce the time he 
spends performing his farm chores. Unless 
the farmer can see how your ideas and your 
products can help him gain his viewpoint, he 
will not be interested. The farmer’s view- 
point must be kept in mind constantly. 


ARRY J. REED, dean of the college of 

agriculture, Purdue University, 
Lafayette, Indiana, discussed research as 
applied to farm electrification. In this 
field, he remarked, research falls into 
three categories. First, the study of 
agricultural production operations, to es- 
tablish design requirements for equip- 
ment to mechanize specified farm tasks ; 
then, the actual development of the 
equipment indicated ; and last, utilization 
studies of the machinery, including ob- 
servation of the performance in the field, 
and search for additional uses for this 
equipment. 

The basic objective of all farm elec- 
trification research, Dean Reed said, is 
the improvement of living and farming 
standards of rural people. Research may 
be aimed at reducing time and labor re- 
> mie for specific chores; increasing 

arm production ; improving methods for 


handling and processing farm products ; 
the more extensive processing of such 
products; and improving rural living 
conditions. All of these can be done suc- 
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cessfully by proper application of elec- 
trical equipment, and he further stated 
that 
There is an important place for the re- 
search agencies of industry in these prob- 
lems, a those of an applied nature. 
It may be that better and more efficient re- 
sults could be obtained in some areas if in- 
dustry codperated with state and Federal 


agencies. 

R. B. Corbett, secretary-treasurer of 
the American Farm Bureau Federation, 
told the conference that 

Farmers of the United States recognize 
that electricity has become the chore power 
of the farm and should be on many more 
farms in this country. 

Farmers recognize that electricity can do 
many jobs on the farm more effectively 
than any other type of power. They believe 
that no single factor will so quickly raise the 
physical standard of living on American 
farms as will the proper use of electricity. 
The speaker remarked that his organi- 

zation is squarely back of any plan that 
will help to get the new developments in 
electricity into use on the farm. 

The part which the suppliers of power 
can take in aiding farm prosperity 
through increased application of electric- 
ity to farm jobs, was discussed in a paper 
by A. C. Spurr, president, Monogahela 
Power Company, Fairmont, West Vir- 
ginia. 


rR. SpurRR stated that some of the 
many ways in which the power 
supplier can aid agricultural development 
in his territory are the taking of an ac- 
tive interest in soil conservation, dairy 
herd improvement, livestock programs, 
agricultural research, improved market- 
ing, and the grading of farm products. 
He commented : 
Power suppliers can aid the extension and 
governmental services in many important 
ways ... ours should be the task of taking 
to the farmer the many improvements that 
are known to these agencies, but for lack of 
personnel, cannot be carried out. 

An active, codperative agricultural devel- 
opment department is the first step in this 
direction, and represents our share of the 
effort made for real agricultural health, as 
well as national health. 

Mr. Spurr then outlined the procedure 
which a power supplier might use to set 
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“WHY DON’T YOU ANSWER IT? IT’S PROBABLY FOR YOU ANYWAY” 


up an agricultural development depart- 
ment. He emphasized that the depart- 
ment head should be a graduate of the 
state college of agriculture, and if pos- 
sible, have some experience as a county 
agent. 

The agricultural development depart- 
ment should be entirely separated from 
the regular commercial departments, and 
should operate solely in the interest of 
agriculture, he declared. A well bal- 
anced, properly timed, and active agricul- 
tural development pro is the best 
insurance possible against loss for the 
power supplier, the equipment manufac- 
turer, and the farmer himself, Mr. Spurr 
stated. 

Mr. Spurr pointed out that such a de- 
partment should be operated to supple- 
ment the work of the existing agencies, 
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and its activities designed so as to effec- 
tively carry out their plans for the bet- 
terment of agriculture. He observed: 


We could not expect to improve on what 
the experiment station knows, but through 
our numerous contacts we can tell farmers 
what the experiment station would like them 
to know. 

A real agricultural development depart- 
ment, with a genuine interest in farms and 
farmers, and a desire to help them to be 
better farmers on more prosperous farms, 
will bring electricity into the picture as a 
service, at the proper time and place. We 
by be paid in proportion to its value, as of 


N closing, it was asserted by Mr. Spurr 
that definite projects should be set up 
for the department, and its objectives 
carefully defined and explained to exist- 
ing agencies to avoid misunderstandings. 
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Gertrude Dieken of the Farm Journal 
declared that the proper use of electrical 
equipment in rural homes will not only 
save farm women from the expenditure 
of tremendous amounts of physical en- 
ergy but will also revolutionize living for 
the entire family. The homemaker’s 
physical routine, her spirit and outlook 
upon life, and her value to society will 
be greatly improved, the speaker con- 
cluded. 

Dr. Gladys Gallup, chief of the divi- 
sion of studies and training, extension 
service, U. S. Department of Agricul- 
ture, stressed the importance of using the 
local newspapers and radio stations in 
getting to rural people the information 
needed on farm electrification. 

Official surveys show, Dr. Gallup con- 
tinued, that 70 per cent of all farm fami- 
lies take newspapers. The rural news- 
paper, she remarked, is an important fac- 
tor in the lives of its readers, and is the 
best medium for educating a community. 

Over 80 per cent of all farm families 
now have a radio, in working order, and 
value it highly, both as a source of news 
and information, and for entertainment, 
according to Dr. Gallup. 

Demonstrations of new equipment 
build local confidence, provide evidence 
of good farming practices, and furnish 
field data, she continued. Another excel- 
lent educational method cited by the 
speaker was the home and farm visit, 
which can establish a more intimate re- 


lationship between the representative of 
the power supplier or manufacturer, and 
the farmer, and is invaluable for securing 
detailed information of the individual 
farmer’s problems. 


RGANIZATIONS participating in the 
conference included the American 
Agricultural Editors Association, Amer- 
ican Farm Bureau Federation, American 
Institute of Electrical Engineers, Amer- 
ican Society of Agricultural Engineers, 
American Society of Mechanical Engi- 
neers, American Washer and Ironer As- 
sociation, Edison Electric Institute, Na- 
tional Association of Farm Water Sup- 
ply Manufacturers, National Electrical 
Contractors Association, National Elec- 
trical Manufacturers Association, Na- 
tional Electrical Retailers Association, 
National Electrical Wholesalers Associa- 
tion, and the National Wholesale Farm 
Equipment Distributors Association, Inc. 
It would seem that practical results 
should come from this initial conference. 
The papers which were read presented 
material for constructive discussion. 
And, the list of organizations which par- 
ticipated, indicates a wide interest in the 
broader phases of education in farm elec- 
trification, which was the theme of the 
conference. That the work thus begun 
will be carried on is assured by the organ- 
ization of a permanent association as al- 

ready mentioned. 

—R. S.C. 





Newspaper Editors’ Views on the 
Pittsburgh Power Strike 


py acer has been considerable news- 
paper editorial comment, following 
the ending of the 27-day strike of em- 
ployees of the Duquesne Light Company 
in Pittsburgh, upon the lessons to be 
learned from that affair. The inconven- 
iences, and even hardships, endured by 
the citizens of all classes, and the ma- 
terial losses to business, in that com- 
munity, were noted. 

A majority of these newspaper edi- 
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torials stressed the need for remedial 
legislation which will protect the people 
of a community from a stoppage of their 
essential utility services by reason of 
wage or other disputes which may arise 
between management and employees. 
The excerpts below, from some of 
these newspaper editorials, suggest the 
type of comment the press has made on 
this subject : 
The New York Sum (October 23, 1946): 
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“So the controversy winds up with an 
arrangement which, but for alarm over 
bureaucratic meddling, could have been made 
without any stoppage. All this underlines the 
necessity for setting up machinery for arbi- 
tration in which management and labor alike 
can have confidence, which will not turn upon 
political expediency, which those engaged 
in industries affecting the public welfare and 
health will be required to use.” 


The Commercial Appeal, Memphis, Ten- 
nessee (October 22, 1946) : “That a numeri- 
cally insignificant minority group could 
paralyze a great city for almost a full month 
is one of the incongruities of the American 
scene. It points again the pressing need for 
Federal and state legislation which will com- 
pel consciousness of union responsibility to 
the general public as well as to employers, 
and which will effectively prevent work 
stoppages in public utilities in the fields of 
fuel, power, and transportation.” 


The New York Times (October 22, 1946) : 
“Our cities are highly complex organisms 
whose communal life depends on essential 
utilities. The law as it exists and as it is 
interpreted leaves them without adequate 
protection. The Pittsburgh power strike 
should serve as a case history for the next 
session of Congress to study.” 


Chicago Daily Tribune (October 23, 
1946) : “The defeat of the Pittsburgh strik- 
ers resulted directly from overreaching by 
their chosen negotiators. They thought they 
could so cripple the community that public 
opinion would force the company to yield. 
The plot failed and, perhaps, the lesson has 
been learned. If events show that it hasn’t 
been, the people of this country will insist on 
legislation flatly forbidding strikes against 
public utilities as they are already forbidden 
against the services of government, because 
such strikes work an altogether intolerable 
injury to the public.” 

Cleveland Plain Dealer (October 23, 
1946) : “We think the American people are 
becoming fed up with the application of the 
word ‘drastic’ to any proposals to protect the 


majority from the willfulness, the irrespon- 
sibility, and the blackmailing tactics of small 
minorities. . . . The only hope the people 
have for the next two years is a Congress 

. able to pass over a presidential veto the 
laws necessary to protect us against the labor 
barons as laws passed by Congress have pro- 
tected us against tyranny by other groups 
in our economic system. 

“The fact that the Pittsburgh strike was 
called at all should be enough to convince any 
intelligent person that such legislation is 
needed.” 

Oregonian, Portland, Oregon (October 22, 
1946) : “A legal line must be drawn at some 
point between strikes against an employer 
and strikes against the public. It will not be 
easy to define, but, if the best minds in Con- 
gress evade that responsibility the outraged 
public is going to continue to overturn ob- 
structors until the right legislation appears.” 

Birmingham News (October 23, 1946): 
“The Pittsburgh case provides strong argu- 
ments for the development of more effective 
machinery for settling labor disputes, 
especially in such essential fields as the utili- 
ties, before they reach the strike stage. The 
arguments for compulsory arbitration in 
certain instances are strengthened by Pitts- 
burgh’s experience.” 

Detroit News (October 23, 1946) : “There 
is no better case on record in support of com- 
pulsory arbitration of labor disputes by 
workers in government or public utility 
services. The strike scene calls for a com- 
prehensive survey by the people now and 
then. It should be freshly viewed on the eve 
of congressional elections, November 5th, 
and be remembered thereafter. This nation, 
we are confident, looks to the next Congress 
for legislation which will make arbitration 
of labor disputes feasible and enforceable.” 


In anticipation of possible legislation, 
the Labor Department has invited asso- 
ciations and unions in the utility field to 
meet in Washington on December 9th to 
discuss utility labor problems generally. 





Wisconsin Has River Basin Project 
Developed by Business Interests 


TARTING thirty-eight years ago, the 
Wisconsin Valley Improvement 
Company has built a series of dams and 
reservoirs along the Wisconsin river 
and its tributaries. These developments 
have contributed materially to flood con- 
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trol, reduction of steam pollution, and 
the generation of electricity, to the bene- 
fit of the people of the state. 

This has all been accomplished with- 
out cost to the taxpayers of the state or 
the nation. The Improvement Company 
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is owned by paper mills and electric util- 
ity companies which have hydro plants 
on the Wisconsin river. As the Improve- 
ment Company pays taxes, the state and 
communities profit from this develop- 
ment. 

This undertaking has been gradually 
building since its inception, based on 
studies to improve its operation and 
broaden the scope of the community 
benefits arising from it. The company 
announced early this year plans for the 
construction of additional facilities to 
provide substantial increase in the state’s 
hydroelectric output. 

A reservoir—to be named the George 
Mead reservoir in honor of George W. 
Mead, president of the Improvement 
Company—is to be built 25 miles south 
of Wausau in the Little Eau Pleine val- 
ley. It will be the largest man-made lake 
in Wisconsin, 20 miles long, 9} miles 
wide, and 25 feet deep. It will increase 
the firm-power generating capacity of the 
river by 49 per cent. 


N a joint statement issued by M. W. 
Kyler, vice president and general 
manager, and D. C. Everest, Wausau, di- 
rector of the company, it was disclosed 
that a unique feature of this reservoir de- 
velopment is that 75 per cent of the wa- 
ter stored w ‘t be taken from the flood 
water flow of .he Wisconsin river, which 
has heretofore caused great damage. The 
statement says, in part: 

The project has been contemplated for 
many years. Previous engineering plans were 
considered, but were found to be too costly. 

It was not until the unprecedented use of 
water lifting pumps was conceived by W. F. 
Thiele, chief engineer of the Consolidated 
Water Power & Paper Company, that the 
project was made possible and was consid- 
ered economically feasible. 


It appears that, upon the completion of 
this project, electric plants along the Wis- 
consin river will be enabled to generate 
as much additional electricity on that 
stream alone as is now generated by all 
the water-power plants in the state for an 
average month. In explaining the sig- 
nificance of the engineering features, Mr. 
Kyler said: 
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made possible only by the unique and un- 
precedented employment of four pumps of 
tremendous capacity to lift water 25 feet 
from the Wisconsin river into the George 
Mead reservoir. It is the first time that 
pumps have been used anywhere to divert 
water from a high-river flow to a storage 
reservoir from which it will be released to 
enerate electric power. The four coaxial 
low pumps, with adjustable blades or pro- 
pellers 110 inches in diameter, will have a 
pumping capacity of 5,000 cubic feet per sec- 
ond. It will take the pumps about thirty-one 
days to fill the new reservoir. We expect to 
fill the lake during next spring’s thaws. 


This new reservoir, it is expected, will 
more than double the capacity of the 
companies existing 22 reservoirs. Mr. 
Kyler in commenting upon the value of 
this increased storage to down stream 
plants asserted that: 


When the stored water is released from 
the reservoir it will pass through 10 dams 
with an aggregate head of 236 feet. This un- 
used flood water, that has done no work, 
will be released to continue down stream to 
produce an additional 68,000,000 kilowatt 
hours of electricity. When present potential 
sites are developed—and they will be devel- 
oped to take advantage of the increased river 
flow—the aggregate head will become 320 
feet and will generate 92,000,000 kilowatt 
hours. 


HIs comprehensive development, 

carried out by business firms, seems 
to illustrate quite definitely that it is pos- 
sible to accomplish river basin improve- 
ments, so as to serve both public and 
private interests in a practical, equitable, 
and economical manner, and to do it, as 
in this instance, with private capital. 

Inasmuch as such private develop- 
ments pay taxes on their operations, they 
provide a source of income to states, 
counties, and communities which is not 
obtainable from Federal projects. It 
would appear that states, and their sub- 
divisions, which are seeking ways and 
means to increase their revenues, might 
do well to encourage river basin develop- 
ments by business-managed electric util- 
ity interests within their own state 
boundaries. 

An illustration of such community of 
interest was given recently in Georgia. 
A Federal license is required, under pres- 
ent laws, for water-power development 
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on practically any stream. Application 
for such a license has to be made to the 
Federal Power Commission. The Geor- 
gia Power Company, through a subsid- 
iary company, asked FPC for a permit to 
build a dam at Clark Hill on the Savan- 
nah river, the site being one at which the 
Army Engineers already had announced 
plans for the construction of a Federal 
river basin project. 

At the hearing held in Atlanta by FPC, 
the private power interests were support- 
ed by representatives of several counties. 
These representatives joined in the asser- 
tion that the private development would 
pay taxes, while the Federal project 


would not, which would mean a direct 
loss to the counties. Also, that the bene- 
fits to the public in flood control and im- 
proved navigation as promised by the 
Federal plants, would be equally available 
under the private development. 

In states where river basin develop- 
ments are feasible within the states’ 
boundaries, it would seem that the offi- 
cials of such states would be furthering 
their own interests by joining with pri- 
vate electric utilities in application to 
FPC for the necessary license to carry 
out the development. Mutual benefits 
could be many. 

—R. S.C. 





Reclamation Bureau 


Pushes Construction 


On Many Projects 


N the September issue of Reclamation 
Era, the illustrated magazine pub- 
lished by the Bureau of Reclamation, an 
interesting story is told of its wide- 
spread construction activities. Under the 
title, “When the Green Light Says ‘Go!’ ” 
the article tells how expeditiously its 
various projects were gotten under way. 
The total of construction contracts in- 
volved is indicated by this quotation from 
the article: 

Between VJ-Day and July 1, 1946, when 
the Bureau was prepared to go into full pro- 
duction to get postwar construction and em- 
ployment under way, it proved its ability to 
handle the large-scale public works program 
with which it had been entrusted. 

Here is a recapitulation of the volume of 
construction contracts awarded in the fiscal 
year just closed: 


Period 


July to September 1945: 
July 1 to VJ-Day 
1945 


Total 


516,914 

October to December 1945 .... 
January to March 1946 34,385,297 
April to June 1946 70,587,400 
Total, fiscal year 1946 .... $109,234,507 


In telling how the money was spent, 
mention is made of projects in several 


$ 2,131,294 
2,130,516 
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western states, where the chief activities 
of the Bureau are carried on. These in- 
cluded irrigation canals in California, 
New Mexico, Colorado, Montana, Wyo- 
ming, and Oklahoma. One canal, in the 
Central valley development in California 
is to be 156 miles long, stated to be the 
longest irrigation canal in the world. An- 
other job under way is a 41-mile aque- 
duct to supplement the water supply of 
Salt Lake City. The pipe used is of 69 
inches inside diameter. 


MONG the hydro-power projects be- 
gun, the article continues: 


The new year ushered in the beginning of 
construction under a contract amounting to 
over $21,000,000 for work at Davis dam, 35 
miles west of Kingman, Arizona. This dam 
is the fourth great structure designed by the 
Bureau of Reclamation for regulating the 
flow of the Colorado river. In addition, the 
Davis dam project will provide a power plant 
with an installed capacity of 225,000 kilo- 
watts. Actual construction began officially 
on April 19, 1946... 

April, May, and June of 1946 saw a con- 
tract amounting to 
awarded for inni 
Kortes dam and power plant to be located 
on the North Platte river in Wyoming. This 
is the first project to be started the Bu- 
reau of Reclamation under the authority con- 
tained in the Flood Control Act of 1944. 
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This act approved the codrdinated plan for 
the development of the Missouri basin— 
which includes plans for the eventual con- 
struction of more than 100 dams—and gave 
the “go ahead” sign for the first steps in 
constructing 29 Bureau of Reclamation units. 


In May and June of this year, it ap- 
pears that activity was stepped up mate- 
rially. In June especially, the article 
notes, “a tremendous boost was given to 
the construction program through awards 
for contracts on several outstanding 
projects.” Among the major works in- 
volved, those cited are chiefly canals and 
dams on irrigation developments in 
Idaho, California, Colorado, and South 
Dakota, and the million-acre Columbia 
basin project in south-central Washing- 
ton. 


¢ article, in closing, makes special 
reference to “an impetus to the re- 
conversion program of the entire na- 
tion,” as a result of such large-scale con- 


struction activity. “More than half of 
the money,” it continued, “goes to locali- 
ties outside Reclamation areas,” and the 
benefits to industry are cited. 

That, it might be observed, is charac- 
teristic of almost any kind of construction 
job. Materials and supplies must be ob- 
tained from factories and mills the coun- 
try over, whether the project be public 
or private. This procedure is a usual one 
and has come to be a basic factor in the 
economy of this country, and owes its 
development, in the main, to the progres- 
siveness of private enterprise. B 

It should be mentioned that the pub- 
lication, Reclamation Era, presents in 
several articles many phases of the Bu- 
reau’s work in various locations. The text 
is informative, and the illustrations aré 
not only interesting but, in most instances, 
are reproductions of exceptionally fine 


photography. 
—R. S.C. 





“Share-the-Poverty” Movement 


cce O UR goal .. . a thoroughgoing Federal inheritance tax 

. .. leaving for the heirs (apart from a modest pro- 
vision for direct dependents) little more than keepsakes. . . . 
We propose a permanent extension of the Federal income taxes, 
with very considerable increases in the high income brackets.’ 

“These quotations are not taken, as might readily appear, 
from a Communist manifesto. No, they are from the War De- 
partment’s educational manual, EM 763—Economics: Prin- 
ciples and Problems. 

“Following a storm of protest from the National Small Busi- 
nessmen’s Association and from other sources the War De- 
partment is reported to be withdrawing the manual. President 
De Witt Emery, of the NSBA, however, insists that is not 
enough. In the last issue of the association’s bulletin, ‘Pull- 
ing Together,’ he states he will keep up his fight until there is 
a congressional investigation of the whole War Department 
educational program and the personnel in charge of that pro- 
gram. 

“This newspaper sincerely hopes that Mr. Emery will attain 
his objective and that the investigation will have teeth. That 
the War Department should permit itself, especially in wartime 
with so many millions of our youth in the services, to be used 
as a pipe line for anti-American doctrines is, to put it mildly, 

‘ shocking.” 
—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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The March of 
Events 


In General 


Procedure in Utility Wage 
Disputes Suggested 


EE H. Hit, publisher of Electrical 
World, suggested in a recent issue 
of that magazine a new procedure for 
handling wage disputes between electric 
utilities and their workers, and asserted 
that compulsory arbitration of labor dis- 
putes is “not the answer” in the utility 
industry. 

Stating that utilities are monopolies in 
effect, under state regulation, Mr. Hill 
said that, theoretically, if wages or other 
costs are increased as a result of collec- 
tive bargaining, the wage increase will be 
reflected in higher rates to the consumers, 
who are also workers. 

He suggested that “the law might pro- 
vide that strikes in utilities be outlawed ; 
that utility companies be required to 
maintain hours, wages, and working con- 
ditions at the prevailing level in the area 
served by the utility; and, finally, that 
any dispute as to what is the prevailing 
level in the area be resolved by arbitra- 
tion. This converts the arbitration pro- 
ceeding into a determination of facts, a 
judicial process rather than the legisla- 
tive process of making law, as it would be 
if ordinary arbitration were used.” 

His plan, Mr. Hill pointed out, could 
be utilized at once through the execution 
of a collective bargaining agreement, 
stipulating that all disputes be settled as 
suggested. 


FPC Orders Continue 
Precedent Set 


; I ‘HE Federal Power Commission is- 
sued two important decisions last 
month, each continuing a precedent in 


775 


the field of private power company regu- 
lation. In the first of these, the commis- 
sion authorized the Bellows Falls Hydro- 
Electric Corporation, Bellows Falls, Ver- 
mont, to reconstruct a New England 
water power project. The corporation 
has been operating the Wilder develop- 
ment in Vermont since 1944, with the 
understanding that it would reconstruct 
the dam, when materials and labor be- 
came available, to provide better water 
control. A Vermont Public Service Com- 
mission ruling to this effect was over- 
ruled by the state supreme court last 
May, however, which held that the local 
commission had no jurisdiction over the 
matter. The suit in the state court had 
been initiated by farmers in the area, who 
objected to the flooding of their grazing 
lands through construction of the new 
and higher dam. 

At the request of the governor of Ver- 
mont, and several of its citizens, the 
Federal Power Commission reopened its 
hearings, and finally concluded that the 
corporation could go ahead and rebuild 
the project, compensating the farmers 
under the terms of the Federal Power 
Act. The new dam will include a power- 
house with an initial capacity of 44,000 
horsepower. 

In the second important November de- 
cision, the commission directed the Safe 
Harbor Water Power Corporation, of 
Safe Harbor, Pennsylvania, to reduce 
its wholesale rates for electric energy 
sold in interstate commerce. The com- 
mission ordered the introduction of the 
“straight-line” method of calculating de- 
preciation cost, and permitted the cor- 
poration only a 5 per cent return on its in- 
vestment. Earlier, in 1940, the commis- 
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sion had approved an annual compound- 
interest method of depreciation, but in 
its present decision, the FPC ordered a 
changeover to the “straight-line” method, 
stating that this method could be termed 
the “standard method for business in 
general and is in the ascendancy in the 
utility field.” In a concurring opinion, 
Commissioner Draper took issue with 
this depreciation stand, saying that, if the 
straight-line system were to be invoked 
at all, it should have been made retroac- 
tive. The commission’s majority opinion 
stated that it was aware that the “sink- 
ing-fund” depreciation plan would ac- 
complish a greater immediate reduction 
in rates, but added that “in the long run, 
the straight-line method will afford bet- 
ter protection to all concerned.” 


SEC Vacates Order 


HE Securities and Exchange Com- 
mission has vacated its order of 
October 31, 1945, approving the dissolu- 
tion plan of Northern States Power 
Company (Delaware). This was done 


because the stipulated allocation is no 
longer fair and equitable. 

The commissioners directed the legal 
staff, in an order accompanying the rul- 
ing, to withdraw from the Federal Dis- 
trict Court of Minnesota an application 
for enforcement of the program and de- 
clared the Delaware Company must be 
dissolved as an unnecessary complexity 
in the Northern States system. 

In declining to pass upon the merits 
of alternative plans suggested by par- 
ticular groups of security holders, the 
commissioners noted that they were 
either inadequate or were adamantly op- 
posed by the Delaware Company and, 
therefore, could not be approved. The 
decision stated that hearings would be 
started at an early date in connection 
with an amended plan filed two days a 
by the Delaware Company and its fn 
sidiary, Northern States Power Com- 
pany (Minnesota). 


R. E. Healy, SEC, Dies 


|) gor E. HEALY, last of the five origi- 
nal commissioners of the Securities 
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and Exchange Commission appointed by 
the late President Roosevelt, died at his 
home in suburban Germantown, Penn- 
sylvania, after an illness of six months. 

He was named to the 5-member com- 
mission in 1934 and reappointed four 
times. 

Before being named to the SEC he 
served six years as chief counsel for the 
Federal Trade Commission. It was in 
that position that he conducted a Federal 
power investigation of electric and gas 
utilities, which associates said led to en- 
— of the Holding Company Act of 
1935. 


No More Utility Cases for OPA 


OBILIZATION Director John R. 
Steelman has instructed Paul 
Portor, OPA Administrator, to author- 
ize or permit no further intervention by 
OPA in utility rate cases. OPA at the 
time was engaged in only one rate case 
of any importance. That was the petition 
by Southern Bell Telephone & Telegraph 
Company to increase intrastate rates in 
Kentucky, OPA Utilities Division Chief 
Laurence Knappen had fixed appearance 
before the Kentucky Public Service 
Commission in opposition to the increase. 
It was understood that Dr. Knappen 
would remain in the case as a special con- 
sultant for the city of Louisville, but not 
as an OPA official. 


NARUC Officers Announced 


UANE T. SWANSON, a member of the 
Nebraska State Railway Commis- 
sion, was elected president of the Na- 
tional Association of Railroad and Utili- 
ties Commissioners at the fifty-eighth 
annual convention of the association at 
Los Angeles, California. Mr. Swanson 
succeeds John D. Biggs of Illinois. 
Other officers elected include Walter 
McDonald, chairman of the Georgia Pub- 
lic Service Commission, as first vice 
president and Justus F, Craemer of the 
California Railroad Commission as sec- 
ond vice president. Solicitor Frederick 
G. Hamley, Secretary Ben Smart, and 
Assistant Secretary Stanley Allyson 
were reélected. 
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FPC Order Upheld 


T= U. S. Supreme Court has de- 
clined to rule in a suit which would 
have tested the extent of the authority 
of the Federal Power Commission. 
Cities Service Gas Company sought re- 
view of an FPC order directing it to cut 
its rates for natural gas by a total of more 
than $4,400,000. The company protested 
this order and filed suit. The circuit 
court of appeals sustained the commis- 
sion. The company, seeking a Supreme 
Court review, contended that the circuit 
court erred in holding that FPC findings 


are nonreviewable unless it can be shown 
that commission action will prevent a 
company from operating successfully as 


a public utility. 


Ruled Common Carrier 
To U. S. Supreme Court, in a test 


case on Interstate Commerce Com- 
mission jurisdiction, ruled that a pipe- 
line company is subject to regulation as 
a “common carrier,” even though its 
transportation is entirely limited to mov- 
ing its own products. Champlin Refin- 
ing Company was the company involved. 


Arizona 


Purchase Approval Asked 


HE state corporation commission 

has taken under advisement a proj- 
ected purchase by a new concern, desig- 
nated as the Natural Gas Service Com- 
pany of Arizona, of two retail gas dis- 
tribution properties in which Marshall A. 
Moody is the controlling factor. 

The two original utilities operate retail 
gas distribution systems in Superior, 
Florence, Coolidge, Elroy, Clifton, Mor- 
enci, and Stargo township and environs. 
They are the Farmer’s Gas Company, of 
which Moody is proprietor, and the Nat- 
ural Gas Service Company, in which he 
holds the controlling interest. Moody is 
president and general manager of both 


the utilities which, under the program 
presented to the commission, would be 
consolidated into Natural Gas Service 
Company of Arizona. 


The transaction would involve the pur- 
chase by the new company not only of all 
the physical properties of the two original 
utilities, but also the transfer to it of all 
franchises, license permits, grants, ease- 
ments, and operating rights now held by 
Farmers’ Gas and Natural Gas Service. 

Asa part of the program, the new com- 
pany is seeking the commission’s authori- 
zation to issue $400,000 in principal 
bonds to finance the purchase of the two 
original companies and also to issue 10,- 
240 shares of common stock. 


California 


Los Angeles Considers Subway 


BB pie = plans are being studied by 
Los Angeles city officials for that 
city’s first subway system, which engi- 
neers estimated could be built in ten 
years at a cost of $80,000,000. 

Plans for the subway, which would 
connect the downtown Gosleanh section 
with Santa Monica, Long Beach, and the 
municipal airport near Inglewood, were 
disclosed by K. Charles Bean, chief en- 
gineer and general manager of the city’s 
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department of public utilities and trans- 
portation. 


Commission Name Changed 


_—— constitutional amendment ap- 
proved by California voters at the 
recent election changes the name of the 
state railroad commission to the state 
public utilities commission and requires 
state senate confirmation of commission- 
ers, which have been appointed by the 
governor. 
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District of Columbia 


Refund Ordered 


NDER terms of a United States 
Court of Appeals opinion the 
Potomac Electric Power Company must 
refund $1,037,189 overcharged its 230,- 
000 customers during 1944. 

Immediately following the decision the 
company filed notice that it will ask for 
a rehearing of the case, already more 
than two years old. If the court ruling 
should stand, the public utilities com- 
mission could then order PEPCO to re- 
fund a similar sum for each of the two 
following years. In addition, the court 
ruling paves the way for substantial rate 
reductions during future years. 

PEPCO spokesmen said that the re- 
fund from the 1944-1946 period would 
be paid by crediting the monthly accounts 
of customers — providing a contrary 
court decision is not received. 

The Federal government had entered 
proceedings as Potomac Electric Power’s 
largest consumer and sought a greater 


reduction than the $1,037,189 which the 
commission ordered. 


O’Dea Named People’s Counsel 


OHN O’DkEA, assistant corporation 
J counsel since 1936, was nominated by 
President Truman as people’s counsel 
before the public utilities commission of 
the District. His appointment is subject 
to Senate confirmation. 

A native of Washington, the 42-year- 
old lawyer succeeds James L. Lauderdale, 
who recently was named a member of the 
public utilities commission. 

The post of people’s counsel, a 4-year 
term, carries a yearly salary of $9,376, 
including authorized pay increases. 

The new appointee, during the past 
eleven years in the office of the corpora- 
tion counsel, has specialized in prosecu- 
tion work before the Alcoholic Beverage 
Control Board, Police and Juvenile 
Court, and the License Board. 


Florida 


Municipal Tax Adopted 


MUNICIPAL tax on electricity, 
metered and bottled gas, and tele- 
phone service was adopted last month by 
the Sarasota City Council as a means 


of raising an estimated $50,000 a year 
for street maintenance. The new local 
tax is levied at the rate of 10 per cent on 
the first $25 of the consumer’s bill, 5 per 
cent on the second $25, and 1 per cent on 
each additional $50. 


Georgia 


Georgia Power Sells Street-car 
Unit 
E. MITCHELL, president of Geor- 
e gia Power Company, on Novem- 
ber 14th announced sale of the Atlanta 
Northern Railway, which operates street- 
car service between Atlanta and Mari- 
etta, to a new company headed by J. C. 
Steinmetz, president of Suburban Coach 
Company, Inc. 

It was announced that Atlanta North- 
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ern, which has been providing interurban 
service between the two cities for the last 
forty-two years, would be taken over by 
the new company before the end of the 
year, 

Purchase price was not disclosed. 

The new organization, to be known as 
Atlanta Northern Lines, Inc., will havea 
capital stock of $100,000. Officials said 
all present equipment would be trans 
ferred and service continued without in- 
terruption. 
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Taxation of REA Lines in 
Iowa Recommended 


AXATION of Rural Electrification 
Administration lines and munici- 
pally owned plants on the same basis as 
private utilities is included among the 
recommendations of a report prepared by 
an interim state legislative tax study 
committee for consideration by the 1947 
legislature. 
REA power plants in Iowa now are 
taxed the same as similar plants operated 
by private companies, but other property, 


including power lines, is not taxed as a 
whole. 

Iowa law now provides that the co- 
Operatives are not assessable by the state 
tax commission, but the value of interest 
of each member shall be assessed against 
each member. 

It is estimated there are about 80,000 
farm homes on REA lines in Iowa at 
present. 

Observers predict that REA forces 
will strongly oppose any plan to change 
the system under which the properties are 
now taxed. 


Kentucky 


Raps Delay in Rate Case 


HE public service commission has 

been charged by Jesse K. Lewis, 
lone Democrat on the 3-member commis- 
sion, with “indefensible and inexcusable” 
delay in an “avowed policy of refusing 
to act” in the 18-month-old Louisville 
Gas & Electric Company rate reduction 
case. 


Utilities consumers in Louisville and 
Jefferson county, Lewis charged, have 
been paying approximately $5,500 a day 
more than they should be paying. He said 
it is “obvious from a study of the record 
and the exhibits prepared by the staff” 
that a further rate reduction of between 
$1,500,000 and $2,000,000 “should be 
immediately ordered put in effect.” 


Louisiana 


Rate Reduction Accepted 
As reduction proposed by Central 

Louisiana Electric Company, which 
means an annual saving of approximate- 


ly $14,000 to its consumers, has been ac- 
cepted by the public service commission, 
Chairman Nat B. Knight, Jr., has an- 
nounced. 


Missouri 


Seeks to Be a Private Utility 


To Sho-Me Power Company has 
asked the public service commission 
for permission to reorganize and become 
a private utility company. 

Sho-Me has been functioning as a co- 
operative utility but is under order of 
the Missouri Supreme Court to wind up 
its affairs by next January. The court 
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ruled last January that the venture could 
not continue as a cooperative because of 
the fact that it did not limit its service to 
its own members, but included the gen- 
eral public as well. 

The company has changed its name to 
Sho-Me Power Association, Inc., and 
has asked the state commission to permit 
the new company to acquire all assets and 
assume all liabilities of Sho-Me Power. 
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New York 


Company Backed in Refusing 
Heat Service 


iy a written opinion, the public service 
commission indicated that Brooklyn 
Union Gas Company would be allowed to 
turn down new applications for gas serv- 
ice for heating houses this winter as a 
precautionary measure to guard against 
explosions resulting from reduction of 
gas pressure through excessive drain on 
the supply. 

Written by George A. Arkwright, com- 
missioner, the opinion said that the per- 
mission would be granted when the com- 
pany made certain changes in a formal 
application. It said the permission would 
be granted on short notice for the period 
from now to April. 

At hearings it was testified that the 
company’s daily capacity with new facili- 
ties now under construction would be 
168,000,000 cubic feet of gas, compared 
with an estimated requirement in zero 
weather of 193,000,000 cubic feet. When 
pressure is excessively reduced, it was 
said, air might enter the mains and cause 
explosions in the lines or in customers’ 
homes. 


Subway Strike Averted 


New York city subway strike threat 

was again eliminated when day 

shift members of the Transport Workers 

Union (CIO) voted to accept $6,000,000 

in retroactive pay increases and stay on 
the job. 

Two factors figured in the strike call 
—the first was a lawsuit filed by the 
Citizens Budget Commission to prevent 
payment of the retroactive raises, aggre- 
gating about $6,000,000, and the second 
was the board of transportation’s 2-to-1 
vote against the acceptance of bargain- 
ing plans submitted by the Mayor’s 
Transit Advisory Committee, headed by 
Arthur S. Meyer, chairman of the state 
mediation board. 

The retroactive pay issue was elimi- 
nated when the Citizens Budget Com- 
mission, at the request of Mayor 
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O’Dwyer, dropped a supreme court ac- 
tion seeking an injunction restraining the 
payment of the increase. 

The Meyer Committee report recom- 
mended modified collective bargaining 
procedures for transit employees. 


New Transit Needs Estimated 


HARLES P. Gross, chairman of the 
board of transportation, declared 
that, in addition to charging a 10-cent 
subway fare, New York city must seek 
constitutional authority to borrow $500,- 
000,000 outside of its debt limit for neces- 
sary extensions of the subway system. 

The increased fare, Gross asserted, 
would do little more than cover the in- 
creased costs of operation, debt service 
on original construction, and the costs of 
rehabilitation. 

“Unless something is done to provide 
for necessary extensions to the system, 
notably in Manhattan itself, the whole 
subway problem will blow up in the city’s 
face,” he added. 

Gross was one of the three persons 
who discussed the question: “Does the 
Subway Nickel Make Sense?” at an in- 
formal dinner in the University Club and 
later over Station WMCA. 


To Study Transit Labor 


cS MISSIONER William H. Davis, of 
the board of transportation, has 
been detailed by New York’s Mayor 
O’Dwyer to evolve a workable formula 
to ease the board’s perennial labor rela- 
tions headaches. 

In a letter addressed to Mr. Davis, 
Mayor O’Dwyer urged that the plan 
should detail procedures for dealing indi- 
vidually and collectively with employees 
on wages, hours, and working conditions, 
and should propose a grievance pro- 
cedure. 


Agree to Arbitrate 


4 ee New York City Omnibus Cor- 
poration and Local 100, Transport 
Workers Union, CIO, have agreed to 
submit all issues in their present dispute 
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to arbitration. The company operates 19 
bus lines in Manhattan. 

A $2 a day wage increase and a pen- 
sion fund are among the things being 
sought by the union. The company had 


previously agreed to submit to arbitra- 
tion all issues except the pension plan. 
After conferences with a special com- 
mittee appointed by Mayor O’Dwyer, 
both parties agreed to arbitrate. 


Oregon 


Seek End to PUD Hold 


PPROXIMATELY 200 residents of 
A western Lane county addressed an 
appeal to Oregon legislative candidates 
for support of a change in the state’s pub- 
lic utility district law to allow the area to 
get out of the central Lincoln PUD. 

Signers of the letter, declaring that the 
present PUD law gives them no recourse, 
urged an amendment “to permit an area 
like ours to vote itself out of an unsatis- 
factory and costly PUD setup, and take 
over the lines now owned by the PUD at 
their actual value.” 

The petitioners declared that, if given 
this right, “we can preceed to remedy our 
troubles as we see fit.” 


According to the letter, the western 
Lane coast area annexed itself to the cen- 
tral Lincoln PUD “on the promise that 
we would be supplied with an abundance 
of cheap Bonneville power.” 


“Instead of getting more power and 
better service, things have been getting 
worse all the time. We have appealed 
again and again to the Bonneville Ad- 
ministration to make good on the 
promises of its agents that a line would 
be built into this area to give us power, 
with no results. 

“We have studied the Oregon PUD 
law to see if there is some way we can 
get out of this mess, and there isn’t— 
unless the law is amended.” 


Texas 


Flared Gas Market Found 


FFICIALS of the Tennessee Pipeline 
Company, according to Railroad 
Commissioner Ernest O. Thompson, are 
making application to the Federal Power 
Commission to loop their gas transmis- 
sion line to West Virginia so that they 
can use and utilize for light and fuel 220,- 
000,000 cubic feet of gas from Texas oil 
field which is presently being flared and 


burned into the air, thus opening a new 
market for such gas. 

“This gas is now being flared and 
burned into the sky solely because up to 
this date the oil well operators could not 
sell the gas to anybody,” Thompson said. 
“Without a market no one could afford 
to gather the gas and compress it to the 
high-line pressure to get the gas into a 


pipe line.” 


Wisconsin 


Reject Bus Plan 
B’ a vote of 455,882 to 363,791, Wis- 
consin voters rejected the school bus 
amendment to the state Constitution, 
which would have provided the appro- 
Priation of money for the transporting 
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parochial and private school children 
from their homes to their schools. 
Originally approved by the 1943 and 
1945 legislatures, the school bus amend- 
ment provoked a heated political and re- 
ligious argument throughout the state. 
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The Latest Utility Rulings 


Coal Clause in Electric Rate Schedule 
To Be Modified 


SB Wisconsin commission author- 
ized the Wisconsin Public Service 
Corporation to revise its resale rates and 
certain industrial power rates. The 
changes were intended to effect a net an- 
nual saving to certain customers. A fuel 
clause was to be modified by changing 
the base price of coal and the adjustment 
per kilowatt hour when the price of coal 
decreased or increased over the base 
price. The coal clause would also be ap- 
plied to rates not presently covered. 

The proposed coal clause had a basic 
price of 19 cents, instead of the existing 
17.3 cents, per million BTU, and the kilo- 
watt adjustment was to be reduced from 
an equivalent of .0285 cent to .02 for 
each one cent change in the price of coal 
per million BTU over or under the base 
price. Since evidence disclosed that the 
existing adjustment did not reflect the 
current efficiencies of modern steam gen- 
eration and that it no longer measured 
the competitive cost of coal in a modern 
generating plant, the commission believed 
that the proposed adjustment should be 
approved. 

Certain large users of power who had 
a relatively good load factor and had 
generally been free from seasonal and 
cyclic periods of activity were not cov- 
ered by the existing coal clause. The com- 
pany sought to expand the clause to cover 
them. They contended that their location 
was influenced in large part by the po- 
tential hydroelectric facilities available 
and concluded that they should receive 
the benefit of all hydroelectric energy 
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generated in the area. This was answered 
by stating that the growth of operations 
of these customers and the development 
of communities had changed the condi- 
tions of supply of power from that pre- 
vailing at the time they were established. 

The coal clause was not designed to 
reflect increases or decreases in the cost 
of generation of power. Schedules to 
which it was to apply were available to 
large industrial power customers, which 
because of their size and the magnitude 
of their use of electric energy were in 
a position to generate their own require- 
ments at a cost not greatly in excess of 
the cost of purchased power. Consequent- 
ly, the rates had to be low. The adoption 
of the coal clause, the commission said, 
would preserve and maintain a competi- 
tive relationship between the company’s 
industrial rates and the alternative costs 
of power if produced by the industries 
themselves. 

Intervening paper manufacturers 
urged that the increase in the cost of their 
service which would occur under the pro- 
posed rates would render them less able 
to compete with other paper manufac- 
turers who either had the advantage of 
electric service under lower rates, or pos- 
sibly other advantages which they did not 
enjoy. The commission, in rejecting this 
contention as applicable to the level of 
rates proper to be prescribed for any 
service performed by the applicant, said: 

To entertain this contention would be 


tantamount to a tacit adoption of the princi- 
ple that utility rates should be fixed and 
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prescribed upon the basis of factors or con- 
siderations which do not relate directly to 
the cost or value of the service for which 
those rates are charged. This commission 
cannot, under its legislative mandate, fix 
rates which are designed to compel any cus- 
tomer, or class of customers, of a public 
utility to pay any part of the charges made 
by that utility for service furnished to other 
customers, or classes of customers. But that 
is exactly what would happen if the commis- 


sion should prescribe rates applicable to the 
service furnished to intervenors which they 
urge. 


It was observed that it is no part of 
the commission’s function to attempt to 
equalize competitive conditions in indus- 
try through the process of prescribing 
preferential rates. Re Wisconsin Pub. 
Service Corp. (2-U-2179). 


e 


Enforcement of Service Obligation When 
Company Fails to Function 


CORPORATION unable to get stock- 
holder approval of financing pre- 
snted an unusual problem for the Wis- 
consin commission. The Dodgeville & 
Union Mills Telephone Company had 
been directed to metallicize grounded 
lines or circuits and otherwise rehabili- 
tate its plant and equipment. It was ap- 
parently impossible for the corporation 
to hold a legal meeting of stockholders. 
A meeting of stockholders had been 
called to pass on the question of whether 
money would be raised to enable the com- 
pany to comply with the provisions of the 
commission order. It was attended by 
about twenty persons. The officers could 
not ascertain who the stockholders were, 
but it appeared that the number of those 
stockholders, whoever they might be, was 
probably seventy-five, and certainly ex- 
ceeded fifty. Thus there was no quorum. 
At the meeting a resolution purporting 
to authorize the officers and directors to 
take steps necessary for compliance was 
presented but was defeated by a vote of 


13 to 2 by those in attendance. 

The corporation had approximately 
$1,500 in cash at its disposal, but the 
minimum expense necessary was put at 
$5,000. The corporation could not obtain 
that amount otherwise than through a 
pledge of its assets, but it could not 
pledge those assets without a legal meet- 
ing of stockholders. 

The commission did not believe that 
the failure of the officers to keep proper 
corporate records would serve as a means 
of escaping the duty of the utility to per- 
form its obligations to the public. Com- 
mission requirements, it was said, would 
be insisted upon, and, if steps were not 
promptly taken by the company to com- 
ply with the order, the commission “will 
take appropriate steps to place the prop- 
erty and assets of the company in the 
hands of someone who is both willing 
and able to provide the service to the 
public which that company presentl 
owes.” Re Dodgeville & Union Mills 
Telephone Co. (2-U-2080). 


7 


Temporary Rates for Transatlantic Transportation 
Of Air Mail Fixed 


fe Civil Aeronautics Board fixed a 
temporary rate for the transporta- 
tion of mail by aircraft between points 
which Transcontinental & Western Air, 
Inc., is or may be authorized to serve on 
its transatlantic routes to points in Eu- 
rope, Africa, and Asia. It determined 
that 75 cents per United States mail ton- 
mile, computed on an airport-to-airport 
statute mileage basis, was fair. 
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The commission advised that the pro- 
ceeding remain open and be continued 
until adequate experience and operating 
data have been accumulated to provide a 
sound and reliable basis for the deter- 
mination of a fair and reasonable final 
rate. Owing to the many intricate prob- 
lems and numerous variables related to 
the preparation for and inauguration of 
air transport services to the various in- 
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terior points of the countries to be served, 
it was probable that substantial time 
would elapse before sufficiently well- 
defined operating experience could be 
collected. 

However, the board observed, under 
the Civil Aeronautics Act, the Post Of- 
fice Department cannot pay in part or in 
whole for mail service rendered by any 
carrier except upon an order of the board 
fixing and determining a rate of mail 
compensation. Where the circumstances 
surrounding the operations of a particu- 
lar carrier require that it receive mail 
payments on a recently certificated serv- 
ice for which an effective mail rate has 
not been established, the operating char- 
acteristics of the service being largely 
developmental in nature, the board deems 
itself justified in fixing a temporary rate 
and subsequently to proceed to fix a final 
mail rate. 

In establishing the rate the board said : 

The temporary rate of compensation de- 
termined herein is intended to provide the 
respondent with mail compensation until such 
time as a final mail rate is fixed and de- 
termined. In arriving at such temporary rate 
of compensation, we have been guided by 
the limited facts available concerning the 
respondent’s future operations, the declining 
costs and break-even need experienced in 


1945 and the first quarter of 1946 by trans. 
oceanic air carriers, the operating economies 
which should accompany expansion in oper- 
ating volume, the use of more efficient equip- 
ment than heretofore has been available, and 
the postwar estimates of the respondent and 
others in the North Atlantic route proceed- 
ing. We have, moreover, borne in mind the 
fact that the adequacy of the temporary rate 
will depend partially upon passenger and 
property rates designed to produce maxi- 
mum traffic volume and revenues, and upon 
the correlation between flight frequencies 
and traffic potentials existing along the va- 
rious route segments. 


Under the standards prescribed in the 
Civil Aeronautics Act, the board pointed 
out, the rate of mail compensation is 
predicated upon honest, economical, and 
efficient operations. This necessarily re- 
quires an initiative on the part of man- 
agement directed toward an integration 
of operating functions and the establish- 
ment of cost controls which will provide 
a maximum service to the public at a 
minimum cost. Establishment of a tem- 
porary rate would not relieve the air car- 
rier of its responsibilities, under the act 
and in conformance with sound business 
principles, to achieve the maximum econ- 
omy reasonably attainable under efficient 
management. Re Transcontinental & 
Western Air, Inc. (Docket No. 2375). 


7 
Review of FPC Order Allowed Power Companies 


HE motion of the Federal Power 

Commission to dismiss, on pro- 
cedural grounds, the petition of several 
power companies for review of a com- 
mission order was denied by the Federal 
Circuit Court for Pennsylvania. The 
court ruled that the companies satisfied 
the statute requiring that application to 


the commission for rehearing be made 
when they made such application, even 
though the commission’s denial of the ap- 
plication was. later stayed, and held that 
no new application had to be made when 
the stay was lifted. Philadelphia Elec- 
tric Power Co. et al. v. Federal Power 
Commission, 156 F2d 648. 


e 


Street Railway Losses Borne by Electric Department 


aoe Missouri commission approved 
a proposal of a company operating 


both transportation and electric depart- 
ments to reduce its electric rates and to 
charge to electric operating expenses dur- 
ing the balance of the current year the 
unamortized balance of the amount car- 
ried in its Account 141, Extraordinary 
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Property Losses. This represented a loss 
from abandonment of street railway 
property in previous years under com- 
mission authorization. 

As a result of previous orders author- 
izing abandonment of street railway 
properties, the company had been al- 
lowed to amortize their cost as a charge to 
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the operating expenses of the electric de- 
partment, since the transportation de- 
partment had been operating at a loss 
over the greater part of the amortization 
period. The commission realized that this 
policy had resulted in penalizing the cus- 
tomers of the electric department for the 
benefit of the customers of the trans- 
portation department. In this connection 
it was said: 

The commission is stili of the opinion 


that each department of a company having 
combined utility operations should be re- 


+ 


quired to stand on its own feet and that the 
customers of one department should not be 
benefited or penalized at the expense of the 
customers of another department. The com- 
mission feels that the public and all of the 
customers of the company will be benefited 
by the accelerated amortization of the prop- 
erty loss occasioned by the abandonment of 
the street railway property and henceforth 
rates for each type of service the company 
renders should be based solely on conditions 
— in each utility department independ- 
ently. 


Re St. Joseph Light & Power Co. (Case 
No. 10,931). 


Reduction in Rates for Coal Shipments 


A application by railroads to set aside 
an Interstate Commerce Commis- 
sion order reducing rates for anthracite 
coal shipments was dismissed by the Fed- 
eral District Court for New Jersey, 
which ruled that adequate findings had 
been made to support the commission’s 
decision and that no abuse of discretion 
was apparent. 

The court considered proper the com- 
parison of rates for anthracite shipments 
with those of similar shipments of bitu- 
minous coal and did not regard the com- 
mission’s action in scaling the anthracite 
rates down to the bituminous level as 


either arbitrary or else unwarranted. 

A discussion by the commission of the 
long-range effect of the rate reduction 
on both the railroads and the coal indus- 
try in its competition with gas and oil 
was quoted by the court with approval. 
The commission’s view on the matter is 
indicated by this statement : 

Nevertheless, a substantial rate reduction 
is an essential part in a broad program that 
must be evolved looking toward the perma- 
nent rehabilitation of the industry and its 
dependent railroads. 


Gardner et al. v. United States, 67 F 
Supp 230. 


a 


Extension of Certificate Denied Motor Carrier 


Be Colorado commission denied the 
application of a motor carrier for an 
extension of its certificate of convenience 
and necessity where the principal basis 
for the application was the fact that the 
carrier, if possessed of broader author- 
ity, could better serve shippers wishing 
to patronize him. 

The Colorado commission also ruled 


that, if such were to be the basis for the 
awarding of a certificate, every line haul 
and call and demand carrier in the state 
would be entitled to unlimited operating 
authority. The interest of the public and 
not the interest of an individual carrier 
is paramount in deciding such matters. 
Re Keiser (Application No. 7502-Exten- 
sion, Decision No. 26833). 


7 


Specific Performance of Railroad Contract Ordered 


rN action by a terminal company 
against a railroad to have specific 
performance of a contract, under which 
the railroad was to supply cars for move- 
ment of merchandise to and from the 
terminal, was decided by the New York 
Supreme Court in favor of the terminal 
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company. The railroad had sought to ship 
less than car-load lots by motor 
rather than by rail and sought to justify 
this substitution by claiming that the 
word “cars” as used in the contract re- 
ferred as much to motor transport as to 
rail transport. To answer this claim the 
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court looked into the historical back- 
ground of the terminal and then decided 
that the plan under which it was estab- 
lished, the construction of the buildings, 
the publicity and advertising, and the fact 
that the railroad had transported less 
than car-load lots freight in railroad cars 
showed that the word “cars” in the con- 
tract referred to railroad freight cars. 


The operation by the railroad of a 
station in one of the terminal buildings 
was held not to constitute discrimination, 
where it appeared that the terminal held 
out a standing offer to any shipper in the 
neighborhood to make use of its railroad 
station facilities. Bush Terminal Build- 
ings Co. v. Bush Terminal R. Co. 63 NY 
Supp(2d) 744. 


e 


Other Important Rulings 


HE Federal Power Commission held 

that the burden of complying with 
the provisions of the Federal Power Act 
and the commission’s rules and regula- 
tions with respect to the securing of a 
power project license is upon the appli- 
cant, and that the act and rules sufficiently 
inform applicant of its burden without 
further order of the commission requir- 
ing the furnishing of specific data and in- 
formation. Re First lowa Hydro-Electric 
Codperatiwe (Project No. 1853). 


The board of public utility commis- 
sioners of New Jersey held that a pro- 
posed rate increase for residential, heat- 
ing, and cooling service could not be 
justified unless there was at least a prima 
facie indication that, after giving effect 
to the proposed increase, the return on 
the over-all business of the applicant 
would not be excessive, notwithstanding 
the presence of proof that costs of sup- 
plying the service had increased and that 
the rates sought to be increased were in 
a category which contributed least to op- 
erating income. Re Public Service Elec- 
tric & Gas Co. et al. (Docket No. 2135). 


In approving a motor carrier’s applica- 
tion for a certificate of convenience and 
necessity, the South Dakota commission 
considered evidence presented by com- 
peting rail carriers to the effect that loss 
of traffic and possible deterioration of 
service might result if motor carriers 
were authorized, but ruled that public in- 
terest was the paramount consideration 
and that it would be served better if both 


rail and motor carriers were in operation. 
Re Dugan (No. 9319-B). 


The application of a railroad for au- 
thority to lower freight rates over a sec- 
tion of its line for a six months’ period, 
to meet unregulated motor carrier com- 
petition to a road-building project, was 
denied by the New York commission, 
which described such rate-making pro- 
cedure as improper. To approve such 
plan, the commission averred, would be 
to imply that reduced rates for certain 
service would suddenly become reason- 
able and six months later with equal sud- 
denness become unreasonable. Re New 
York Central Railroad Co. (Case 12474). 


The application of a railroad for au- 
thority to close a railroad station was 
denied by the Missouri commission, 
which ruled that the railroad had not sat- 
isfactorily demonstrated that the station 
was being operated at an out-of-pocket 
loss or that service to the public would 
not be materially affected by the closing 
of the station. Re Joseph E. Fleming et 
al, (Case No. 10836). 


In a rate proceeding before the New 
York commission, salaries of $21,000 and 
$14,000 to the officers of a transit com- 
pany were considered excessive, and the 
company was ordered to charge any 
amount over and above reasonable com- 
pensation for their services to income 
and not to operating expenses. Re Cen- 
tral N. Y. Coach Lines, Inc. (Case 
12402). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Hydro Electric Company 
et al. 


2-U-2127, DR-5, 2-SB-265, 2-WP-657 
September 30, 1946 


PPLICATION for approval of purchase of gas and electric 
A properties by codperative association and issuance of se- 
curities by the codperative, and for declaratory judgment on 
applicability of certain statutory provisions to the codperative 

membership; application denied. 


Consolidation, merger, and sale, § 20 — Value of property as a factor. 

1. The Commission, in passing upon an application for authority to sell 
public utility property, must take into consideration the reasonable value 
of the property to be acquired by the purchaser, p. 165. 

Consolidation, merger, and sale, § 19 — Factors considered — Public interest. 

2. The Commission, in approving an application for authority to sell public 
utility property, must determine that the proposed sale will not be detri- 
mental to the interests of the customers and the investors, that if the pro- 
posed transfer were made the purchaser would be able to furnish reasonably 
adequate servicé at reasonable and just rates in equal or greater degree than 
the seller, and that the transaction in all other respects is consistent with 
the public interest, p. 165. 

Valuation, § 59 — Property transfer — Measures of value — Reproduction cost. 
3. Reproduction cost is deserving of little consideration in determining the 
value of utility property, in a proceeding relating to property transfer and 
security issues, unless the property is able to earn a reasonable return on 
the reproduction cost, p. 166. 


Valuation, § 54 — Issuance of securities — Reproduction cost measure. 
4. The use of reproduction cost in the valuation of existing utility prop- 
erty is unjustified in connection with the issuance of securities which have 
a term of twenty-five years, during which price levels may fluctuate greatly 
from those prevailing at the present time, p. 167. 


Valuation, § 20 — Capitalized earnings factor. 
5. Capitalized earnings as a criterion in determining value of utility prop- 
erty are entitled to little, if any, consideration by a Commission which fixes 
the rates under which the earnings result, p. 167. 


Security issues, § 1 — Statutory limitations — Codperative association. 
6. Rural electric codperatives, although not required to meet the statutory 
standards for their securities provided for public service corporations when 
serving only members, must, when they deliberately undertake to engage 
in business as a public utility by serving the general public as well as 
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members, be placed in the same situation and subjected to the same limita- 
tions that are applicable to other public service corporations, p. 168. 


Security issues, § 99 — Debt ratio. 


7. The Commission may not approve 100 per cent debt financing of a rural 
electric codperative corporation, p. 168. 


Security issues, § 92 — Basis for denial — Debt ratio. 

8. A rural electric codperative association which serves nonmembers as well 
as members should -not be authorized to issue mortgage notes (to secure 
the loan of Federal funds from the Rural Electrification Administrator) 
where the proposed note issue exceeds the reasonable value of the prop- 
erty which would be pledged to secure the notes, since the protection re- 
quired by statute should be applied in favor of all possible investors, in- 
cluding the Federal government, p. 168. 


(Bryan, Commissioner, dissents.) 


By the Commission: Wisconsin 
Hydro Electric Company and Badger 
Electric Cooperative, both of Amery, 
Polk County, filed a joint application 
with the Commission on February 16, 
1946. The application requested the 
Commission’s written consent to and 
approval of the sale of the company’s 
electric and gas public utility prop- 
erties to the cooperative for a base pur- 
chase price of $3,449,000 subject to 
certain adjustments. The codperative 
also requested authority to operate as 
an electric public utility and as a gas 
public utility ; to enter into an arrange- 
ment with its customers, both mem- 
bers and nonmembers, for the division 
or distribution of its surplus profits or 
for a sliding scale of charges; and for 
authority to issue mortgage notes to- 
taling $3,649,200 payable to the Fed- 
eral government over a 25-year period 
with interest at the rate of 2 per cent 
a year. The cooperative also petitioned 
for a declaratory ruling as to whether 
Chap 184, relating to public service 
corporation securities, applies to the 
issuance of memberships or evidences 
thereof by the codperative under its 
articles and bylaws. The codperative 
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also requested that if such evidences o 
memberships be considered securities 
under Chap 184, that authority then 
be granted to issue evidences of men- 
berships to customers desiring to be- 
come members and to the Barron 
county, Buffalo, Chippewa valley, 
Dunn county, Pierce-Pepin, Polk-Bur- 
nett, and St. Croix County Electric 
Cooperatives, and to Dairyland Power 
Cooperative. 

A separate application was filed by 
Badger Electric Cooperative under the 
water-power law with respect to the 
transfer of water-power property on 
March 11, 1946, in docket 2~WP-65/. 

At the first hearing on the original 
application, Badger was permitted to 
amend the part of the application im 
docket DR—5 to include a declaratory 
fer to it of water-power permits and to 
amend the part of the application i 
docket DR-5 to include a declaratory 
ruling on whether patronage divi 
dends, also called certificates of inter 
est, to be paid in cash or otherwise by 
the codperative constitute securities 
under Chap 184. 


APPEARANCES : Badger Electric © 
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operative, by Floyd E. Wheeler, At- 
torney, Madison; of counsel: Louis 
Gorrin, Attorney, Washington, D. C. 

Wisconsin Hydro Electric Com- 
pany, by Robert M. Rieser and Wil- 
iam A. McNamara, Attorneys, both 
of Madison; of counsel: Marshall 
A. Jacobs and Douglas A. Calkins, 
Attorneys, both of New York 
city. 

In Opposition: Northwestern Wis- 
consin Electric Company, by Glen H. 
Bell, Attorney, Madison; village of 
Shell Lake, town of Trego, Washburn 
county, N. E. Grengs, Spooner Hard- 
ware, William Booth, Chapman Hard- 
ware, A. W. Cross, R. C. Peterson, J. 
D. Rich, A. R. Sather, R. E. Smith, 
W. A. Porter, Sr., Porter Oil Com- 
pany, Kronlund Motors, Otto Dalton, 
Frank Donatel, L. J. Thompson, all of 
Spooner, and customers of Wisconsin 
Hydro Electric Company, by Bell 
and E. E. Omernik, Attorney, Spoon- 
er; village of New Auburn, by Mr. 
Omernik; city of Chetek, by L. P. 
Charles, City Attorney, and Mr. 
Omernik; Doughboy Industries, Inc., 
Friday Canning Corporation, Maple 
Island Farm, Inc., all of New Rich- 
mond; city of New Richmond and 
Stella Cheese Company, Chicago, II- 
linois, by W. T. Doar, Attorney, New 
Richmond ; city of Amery and Amery 
Commercial Club, by Earl Nelton and 
James L. McGinnis, Attorneys both of 
Balsam Lake; village of Boyceville, 
village of Colfax, and village of Glen- 
wood City, by Daniel I. D’Amico, At- 
torney, Cumberland. 

Interveners as their interest may ap- 
pear: City of Durand, by Joseph H. 
Riedner, City Attorney; city of 
Spooner, by Byron L. Kimball, Attor- 
ney, Spooner; Electrical Workers’ 
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Union, Local B-953, by H. C. Rule, 
Business Manager, Eau Claire. 

Of the Commission staff: H. T. 
Ferguson, Chief Counsel; George P. 
Steinmetz, Chief Engineer; Warren 
Oakey, Valuation Engineer; Asel R. 
Colbert, Chief Accountant; H. J. 
O’Leary, Chief Rate Analyst; E. M. 
Downey, Rate Analyst, and Ralph 
Butler, Investigator. 

The above parties did not all appear 
and the above counsel were not all 
present at all sessions. Mr. Doar first 
appeared .specially for Doughboy In- 
dustries, Inc., Maple Island Farm, 
Inc., and Friday Canning Corporation. 

The record in this case consists of 
1,369 pages of transcript and 67 ex- 
hibits. Exhibits 1, 2, and 3 were not 
received, and Exhibits 59, 60, 61, 62, 
and 63 were stricken. The record in 
docket 2-WP-657 consists of 29 pages 
of transcript and 2 exhibits. 

The parties stipulated that the tes- 
timony in any of the proceedings could 
be considered by the Commission in 
all the proceedings. 

A summary of evidence together 
with recommended findings of fact and 
conclusions of law by the examiner in 
the first three proceedings was sent the 
parties on June 28, 1946. No excep- 
tions were taken to the summary of 
evidence. Exceptions were filed by 
the applicants to the recommended 
findings of fact and conclusions of law, 
and briefs were filed by the various 
parties. A brief was also filed by Wil- 
liam Ryan, Madison attorney, amicus 
curiae. Oral argument was held be- 
fore the full Commission on July 25, 
1946. Arguments were presented by 
Messrs. Wheeler, Rieser, Gorrin, Bell, 
Doar, D’Amico, McGinnis, and Omer- 
nik. 

65 PUR(NS) 








WISCONSIN PUBLIC SERVICE COMMISSION 


The recommended findings of fact 
and conclusions of law were: 

Finding: 1. That the proposed issue 
by Badger of $3,649,200 of mortgage 
notes does not bear a reasonable ratio 
to the value of the property and to 
other classes of securities, as required 
by § 184.05(4). 

Conclusions: 1. That, in view of 
the recommended finding, the statu- 
tory finding required by § 184.06(1) 
as a condition precedent to the grant of 
a certificate of authority cannot be 
made. 

2. That certificates of membership 
and evidences of patronage dividends 
bearing no due date or having a due 
date of more than one year from 
date of issue, if issued by Badger as 
a public service corporation, consti- 
tute securities under’ § 184.01, Stat- 
utes. 

3. That pursuant to the recommend- 
ed finding and No. 1 conclusion of law 
the applications in 2—U-2127 and 2- 
SB-265 be dismissed. 

For better understanding of the sub- 
sequent discussion, the following 
chronology is given of events prior to 
the filing of applications herein: 

April 30, 1940: Commission denied 
application of Wisconsin Hydro Elec- 
tric Company to issue additional se- 
curities with a proposed increase in 
the debt ratio to 68.6 per cent. The 
order stated that to authorize the is- 
sue “would aggravate an already 
bad financial structure.” The order 
called attention to the fact that the 
company’s bond issue becomes due in 
1947. 

September 17, 1941: Commission 
order established continuing property 
records for Wisconsin Hydro Electric 
Company and directed the company to 
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submit a plan for disposition of $416, 
180.97 representing excess of property 
purchase price over value. The com- 
pany indicated that by 1947 or sooner 
the property might be refinanced and 
a part of such figure eliminated from 
the records. 

June, 1943: Hearings held by Fed- 
eral Securities and Exchange Com- 
mission on application of Wisconsin 
Hydro Electric Company and its af- 
filiate, Eastern Minnesota Power Cor- 
poration, for reorganization under the 
Utility Holding Company Act. No 
decision has been rendered to date by 
SEC. 

June 6, 1945: Wisconsin Commis- 
sion directed Wisconsin Hydro Elec. 
tric Company to transfer $896,000.77 
from its earned surplus to its deprecia- 
tion reserve to make the reserve ade- 
quate. 

August 3, 1945: Bids on the Hydro 
property were requested from North- 
ern States Power Company and from 
the Dunn County Cooperative, repre- 
senting a group of codperatives, The 
salesman for the owners of Hydro sug- 
gested that a codperative be formed to 
borrow REA funds and buy the prop- 
erty. 

August 20, 1945: Directors of Hy- 
dro accepted the Dunn County Co- 
operative bid of $3,449,000. 

December 31, 1945: Accumulated 
unpaid dividends on preferred stock 
totaled $759,015.50 or $63.50 per 
share. Each share of preferred stock 
by reason of the unpaid dividends now 
has voting rights equal to that of each 
share of common stock. There are 
11,953 shares of preferred stock com- 
pared with 10,552 shares of common 
stock, so that preferred stockholders 
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can take control by exercising their 
voting rights. 

January, 1946: Badger Electric 
Cooperative was incorporated and sub- 
stituted as the buyer. 

February 20, 1946: Loan contract 
executed between REA and Badger 
Electric Cooperative. 


The Issues 

[1, 2] The function of the Commis- 
sion under the public utility law is to 
see to it that every public utility fur- 
nishes reasonably adequate service and 
facilities in the territory where it holds 
itself out to render service to the pub- 
lic at rates which are reasonable and 
just. See §§ 196.02 and 196.03, Stat- 
utes. 

Under § 196.80(3), if the Commis- 
sion finds that a proposed sale of pub- 
lic utility property is “consistent with 


the public interest, it shall give its con- 
sent and approval in writing.” In 
reaching its determination, the Com- 
mission is required to “take into con- 
sideration the reasonable value of the 


property to be acquired” by 
the purchaser. 

Under § 184.06(1) if the Commis- 
sion, after investigation of a proposed 
issue of securities by a public service 
corporation, “shall find that the pro- 
posed issue complies with the provi- 
sions of this chapter and that the finan- 
cial condition, plan of operation, and 
proposed undertakings of the corpora- 
tion are such as to afford reasonable 
protection to purchasers of the securi- 
ties to be issued,” the Commission 
shall authorize issuance of the securi- 
ties. 

Counsel have exhaustively briefed 
the law with respect to the issues. The 
Commission concludes that its function 
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under §§ 196.80 and 184.06 is to make 
sure that the proposed sale: of utility 
property will not be detrimental to the 
interests of the customers and the in- 
vestors ; that if the proposed transfer 
were made the purchaser would be able 
to furnish reasonably adequate facili- 
ties and service at reasonable and just 
rates in equal or greater degree than 
the seller; and that the transaction in 
all other respects is consistent with the 
public interest. 

An underlying consideration in con- 
nection with both § 196.80 and § 184.- 
06 is the reasonable value of the prop- 
erty involved. 


Value of Property 

Wisconsin Hydro owns and op- 
erates electric public utility properties 
and renders electric service in Barron, 
Chippewa, Dunn, Pepin, Polk, St. 
Croix, and Washburn counties. It 
serves the cities of Spooner and New 
Richmond, which have municipal utili- 
ties, at wholesale. It serves approxi- 
mately 6,000 urban customers in 15 
communities of more than 300 popula- 
tion, of which the largest is Durand 
(population 1,858); 26 additional 
communities of less than 300 popula- 
tion and 10 small urban centers of less 
than 100 population; and 2,290 rural 
customers. Local plants furnish gas 
service at Menomonie, Monroe, and 
Platteville. The company has eight 
hydroelectric plants designated as 
Black Brook, Chetek, Colfax, Eau 
Galle, Huntingdon, Little Falls, Mc- 
Clure, and Trego; and a Diesel plant 
at Clear lake. The company also has 
two undeveloped water-power sites, 
one located 7 miles below its Trego 
dam on the Namekagon river and the 
other over one-half mile below Little 
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Falls dam on the Apple river. There 
are 6 transmission substations and 22 
distribution substations; 43 miles of 
66-kilovolt line ; 293.34 miles of other 
transmission line, mostly 22-kilovolt ; 
714 pole miles of rural distribution 
line; and 127 pole miles of other dis- 
tribution lines, mostly 6,900-volt and 
2,300-volt. About 9,000 meters are in 
service and in stock. Hydro owns 174 
multiple and 881 series units of street 
lighting. Some municipalities served 
by Hydro own their street lighting 
systems. 

The record in these proceedings pro- 
vides several criteria of value. The 
group of codperatives succeeded by 
Badger Electric Cooperative bid $3,- 
449,000. The Northern States Power 
Company bid $3,100,000 for the prop- 
erty as of February 28, 1945. The 
Wisconsin Department of Taxation 
assessed the electric property at $2,- 
525,000 for the year 1945, while the 
three gas plants were assessed locally 
for a total of $185,000. The total of 
such assessments is $2,710,000. 


The consulting engineer employed 
by the company and called as a wit- 
ness by the codperative estimated the 
depreciated original cost of the electric 
property at December 31, 1945, with 
an over-all 82 per cent condition, as 
$3,527,587. He estimated the top 
market value of the three gas plants at 
$90,000. The total of these two fig- 
ures is $3,617.587. He also estimated 
the cost of reproducing the electric 
property as of December 31, 1945, in 
82 per cent condition at $4,075,387; 
and the gas property, in 62 per cent 
condition, at $292,956. The total of 
these two figures is $4,368,343. The 
engineer testified that the market value 
_ of the total property as it was on Feb- 
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ruary 28, 1945 is substantially $3,- 
449,000, the codperative bid price. On 
the basis of estimated net operating in- 
come in 1947 of $224,834, the witness 
calculated that such earnings capital- 
ized at 6 per cent would result after 
certain deductions in a figure of $3,- 
370,000 for the electric property. 

Northern States Power Company 
engineers valued the electric property 
as of February 28, 1945, at $2,833,- 
207.84 and estimated that it was in 
65.5 per cent condition. The engineers 
estimated the value of the gas plants 
at $92,310.26, with a total for electric 
and gas property of $2,925,518.10, 
Under cross-examination, an auditor 
for Northern States Power Company 
testified that if a $73,000 saving in 
interest and an estimated net electric 
operating income of $192,975 by 
Badger Electric Cooperative were cap- 
italized at 6 per cent, a value of $4,- 
400,000 would be indicated for the 
electric property, while the total of the 
same two figures would produce a 7.7 
per cent return on the bid price. 


The Commission’s staff valued the 
electric property on an original cost 
basis at $2,811,776.49 and judged the 
property to be in 67 per cent condi- 
tion. If $90,000 is added for the gas 
property, a total of $2,901,776.49 re- 
sults. 

[3] Wisconsin Hydro urges the 
Commission to give principal consid- 
eration to reproduction cost in arriv- 
ing at the value of the property. Re- 
production cost is deserving of little 
consideration in determining the value 
of property unless the property is able 
to earn a reasonable return on the re- 
production cost. This Commission 
has not contemplated and does not 
contemplate giving major considera- 
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tion to reproduction cost in the fixa- 
tion of rates. To do so would create 
an unstable rate condition as variable 
as construction costs, which by their 
very nature, are normally controlled 
‘by open competition. The utility busi- 
ness which is subject to regulation 
does not require such fluctuations in 
rates in order to attract the necessary 
capital for expansion or betterment. 
Certainly such fluctuations in the costs 
of service are not in the interest of 
expansion of the utility business nor 
in the public interest. The unit cost 
of this utility property will increase 
with the passage of time as low cost 
units are retired and replaced with 
high cost units. From the evidence it 
appears that more than the usual 
amount of such replacements soon 
must take place in this property. Asa 
result it will have more than the nor- 


mal amount of high unit cost property 
within a few years and for a time will 
find it more difficult than most util- 
ities to earn a reasonable return on the 


investment. These facts make it more 
than usually necessary in this case that 
the Commission give only minor con- 
sideration to reproduction cost of the 
existing property. 

[4] The use of reproduction cost in 
the valuation of the existing property 
of Hydro is unjustified in connection 
with issuance of securities which have 
a term of twenty-five years during 
which price levels may fluctuate great- 
ly from those which now prevail. It 
is significant that the Wisconsin de- 
partment of taxation under § 76.07, 
Statutes, providing for assessment of 
utilities based on “the full market value 
of the property” assessed the Wiscon- 
sin Hydro Electric property at $2,- 
525,000 last year. 
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[5] Capitalized earnings as a cri- 
terion in determining value of utility 
property are entitled to little, if any, 
consideration by a commission which 
fixes the rates under which the earn- 
ings result. This is particularly true 
in this case where a fictitious value 
would be created by capitalizing sav- 
ings due to low interest rates and due 
to tax exemptions granted by the 
people through their government with 
a view to furnishing electricity to rural 
residents. 

Moreover, it is the Commission’s 
opinion that the estimated future earn- 
ings of Wisconsin Hydro and of 
Badger Electric are over-optimistic 
based on the earning record and the 
prospects of the company. The com- 
pany is located in a predominantly 
rural and lightly populated area. Ex- 
cept for industries at New Richmond, 
there is no substantial industrial load 
nor prospect of any great increase in 
the industrial load. The likelihood is 
that territory served by the company 
will be principally rural in character 
for many years. The fact that the 
area is lightly settled and has no large 
communities increases the plant in- 
vestment per customer and requires 
higher rates than in more densely pop- 
ulated areas to provide a reasonable 
return on investment. 

The property is in need of expan- 
sion in the generating, transmission, 
substation, and distribution divisions 
because present facilities are loaded to 
capacity. Estimates vary from $500,- 
000 to $1,000,000 on the cost of re- 
habilitating and expanding this rather 
inadequate utility property. The com- 
pany has an insufficient depreciation 
reserve for replacement of the prop- 
erty as the need arises. The engineer- 
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ing witnesses agreed that approximate- 
ly $40,000 of water-power property 
held for future use has not much more 
than nominal value. Several of the 
small hydro generating plants are ex- 
pensive to operate and at the present 
time are not worth their net original 
cost in comparison with equivalent 
modern steam or Diesel generation. 


The three local gas plants have felt 
the effects of electric and bottled gas 
competition and are making little re- 
turn or are actually losing money. 
The consulting engineer employed by 
Hydro recognized the limited value of 
these plants with his estimate of $90,- 
000 as the top market price, although 
he estimated the reproduction cost of 
the gas plants in 62 per cent condition 
at $292,956. His consideration in de- 
termining the value of the gas plants 
has some applicability in determining 
the value of the electric plant but ad- 
mittedly not in equal degree. The co- 
Operative plans to dispose of the gas 
properties as soon as a buyer can be 
found. The entry of natural gas into 
southern Wisconsin may enhance the 
value of the Monroe and Platteville 
plants. The Commission will ascribe 
a value of $90,000 for the three plants. 

It is the Commission’s conclusion 
that the reasonable value of the electric 
and gas properties of Wisconsin 
Hydro Electric Company as that prop- 
erty was on December 31, 1945 is $3,- 
000,000. 


Issuance of Securities 

[6-8] The codperative contends that 
the Commission should not apply the 
standards set up in Chap 184 to the 
proposed issue of $3,649,200 of mort- 
gage notes to secure the loan of Fed- 
eral funds from the rural electrification 
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administrator because the applicant js 
a cooperative and because the only in. 
vestor is REA, which has made its 
own investigation of the property. 
One hundred per cent financing by mu- 
nicipal utilities and rural electric co- 
Operatives is cited as a precedent, 
Neither rurai electric codperatives 
serving only their members nor mu- 
nicipal utilities are public service cor- 
porations within the statutory defini- 
tion of that term and, therefore, do not 
have to meet the standards for their 
securities provided by the legislature 
in Chap 184 for public service corpora- 
tions. 

The municipal acquisition of utility 
property is quite frequently 100 per 
cent debt-financed. It is true that the 
holders of some such securities cannot 
look to the taxing power of the mu- 
nicipality for payment of the money 
they lend, but the public which is 
served by such municipal utilities can 
look to the taxing power of the mu- 
nicipality, if necessary, and through 
the regulatory authority vested in this 
Commission to obtain their right to 
demand adequate service at reasonable 
rates. (State ex rel. Reynolds v. Ap- 
pleton [1928] 197 Wis 442, 222 NW 
244.) 

When a codperative corporation de- 
liberately undertakes to engage in 
business as a public utility, it must 
and does place itself in the same situa- 
tion and subject to the same legal lim- 
itations that are applicable to other 
privately owned public service corpo- 
rations. If the legislature had intend- 
ed that codperatives which propose to 
become public service corporations, by 
serving the general public as well as 
their members, should be treated in a 
different manner than other public 
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service corporations, Chap 184 would 
have been amended accordingly. 

Badger contends that in this case 
there is only one investor who needs 
no protection, and that Chap 184, 
Statutes, should be construed and ap- 
plied accordingly. This contention ig- 
nores the fact that the risk of Federal 
funds contributed by the taxpayers of 
the nation is involved in the proposed 
loan. Regardless of who the immedi- 
ate prospective purchasers of securities 
issued by public service corporations 
may be, the Commission has consist- 
ently held that the protection required 
by the statutes should be applied in 
favor of all possible investors. 


The proposed issue of mortgage 
notes exceeds by approximately $650,- 
000 the reasonable value of the proper- 
ty which would be pledged to secure 
them. The Commission cannot ap- 
prove 100 per cent debt-financing of 
a public service corporation. That is 
what the Commission is asked to do in 
this case; and the request is made by 
a corporation which not only will have 
no surplus but will start out its busi- 
ness career with debts approximately 
$500,000 in excess of the value of all 
its assets, 


In view of the foregoing considera- 
tions, the proposed issuance of securi- 
ties cannot be considered as comply- 
ing with the requirements of Chap 
184, Statutes. 


The Proposed Purchase 

In view of all the considerations as 
hereinbefore stated, it must also be 
concluded that the proposed purchase 


is not consistent with the public in- 
terest. 


Various contentions and objections 
with respect to the transaction here 
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proposed are presented in the record 
in this case. The conclusions which 
the Commission has arrived at, as 
above stated, are deemed controlling 
regardless of the merits of such con- 
tentions or objections. In view of 
these conclusions, no useful purpose 
will be served by discussing those con- - 
tentions or objections or by making 
findings with respect to the issues 
raised thereby. 


Declaratory Ruling 

In view of the order hereinafter 
made the ruling by Badger under the 
provisions of § 227.06, Statutes, in 
docket DR-5 becomes moot. More- 
over, applicant failed to present suf- 
ficient definite testimony as to the 
nature of the proposed certificates of 
interest and membership certificates to 
provide adequate information for a 
ruling, although the examiner and 
chief counsel of the Commission in- 
quired about such evidence. 


Water-power Proceeding 

In view of the conclusion with re- 
spect to the proposed issue of secur- 
ities and the proposed purchase, and 
in view of the discussion above con- 
cerning the Hydro generating plants, 
the Commission concludes that the 
proposed sale of the water-power prop- 
erty of Wisconsin Hydro Electric 
Company to the Badger Electric Co- 
Operative is not required by public con- 
venience and necessity. 

The Commission finds: 

1, That the reasonable value of the 
electric and gas public utility property 
of Wisconsin Hydro Electric Com- 
pany, as it was on December 31, 1945, 
is $3,000,000. 

2. That the proposed issue by Bad- 
ger Electric Codperative of $3,649,200 
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of mortgage notes does not bear a 
reasonable ratio to the value of the 
property and to other classes of se- 
curities as required by § 184.05 (4), 
Statutes. 

3. That the proposed sale of the 
property of Wisconsin Hydro Electric 
Company to Badger Electric Coépera- 
tive has not been shown to be con- 
sistent with the public interest. 

4. That the acquisition by Badger 
Electric Cooperative of the hydro- 
electric property of Wisconsin Hydro 
Electric Company is not required by 
public convenience and necessity. 

5. That in view of the foregoing 
findings the matters on which a de- 
claratory ruling is requested in docket 
DR-5 are moot. 

The Commission 
cludes : 


therefore con- 


1. That in view of the foregoing 
findings of fact the statutory finding 
required by § 184.06 (1) as a condi- 
tion precedent to the granting of a 
certificate of authority to issue secu- 
rities, as applied for in this proceeding, 
cannot be made and that the applica- 
tion should be denied. 


2. That the Commission’s written 
consent to and approval of the pro- 
posed sale of the property of Wiscon- 
sin Hydro Electric Company to Badg- 
er Electric Codperative should not be 
given under § 196.80 (3) nor a cer- 
tificate issued with respect to the 
water-power properties under § 31.15 
(2), Statutes. 


Order 


It is therefore ordered: 

That the applications of Wisconsin 
Hydro Electric Company and Badger 
Electric Cooperative herein be and 
hereby are denied. 
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Bryan, Commissioner, dissenting: 
The decision and order of the majority 
is well reasoned and logical if the 
precedents dealing with the regula. 
tion of traditional profit-seeking public 
utilities are to be followed. However, 
we are here confronted with a new 
situation. A codperative corporation 
not organized for profit, but assum- 
ing the full obligations of a public util- 
ity, is the applicant. Court and Com- 
mission precedents dealing with the 
regulation of public utility corpora- 
tions organized for profit may properly 
be distinguished from the present pro- 
ceeding and should not bar the con- 
summation of the proposed purchase 
and sale and ancillary transactions if 
such a consummation is otherwise in 
the public interest and a liberal statu- 
tory construction permits. 

In the proposal before the Commis- 
sion there is a somewhat high pur- 
chase price, 100 per cent debt financ- 
ing, and remote control from Wasbh- 
ington—which I would wish other- 
wise. Yet I carinot but believe that un- 
der reasonably efficient management, 
with the plowing back of profits into 
the enterprise, and with the enjoy- 
ment of tax exemptions, the financial 
position of the codperative corporation 
will, after a reasonable period of years, 
be as strong as or stronger than that 
of a public utility organized for profit 
which might take over the property 
under the usual form of financing and 
at a lower purchase price. If this be 
true, the transaction will be of benefit 
to existing and potential customers 
and more remotely to the public get 
erally and will adequately protect the 
investor in securities. 

Both the Congress of the United 
States and the legislature of Wisconsin 
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have unmistakably shown by the trend 
of recent legislation an intention to 
foster the codperative movement. The 
cooperative before us is actively sup- 
ported by the REA which is advanc- 
ing the funds for the purchase. I think 


that every doubt should be resolved in 
favor of the approval of the transac- 
tion, and on that basis I am of the 
opinion that the applications should be 
granted. ° 
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John Cologiavanni 


Southern New England Telephone Company 


Docket No. 7822 
October 1, 1946 


hee by consumer for an order directing restoration of 


telephone service; granted. 


Service, § 67 — Commission power over discontinuance — Company regulations. 
1. Regulations of a telephone company in regard to discontinuance of 
service where.a telephone is used for unlawful purposes do not supersede 
the statutory powers of a Commission over such matters but rather should 
be regarded as complementary thereto, p. 174. 


Service, § 486 — Restoration of telephone service — Commission duty. 


2. The Commission must, in passing upon a petition for restoration of tele- 
phone service, determine whether the facts of the case justify the company 
in refusing to restore service under company regulations, p. 174. 


Service, § 134 — Denial of telephone service — Doubt as to unlawful purpose. 
3. The benefit of any doubt as to whether a telephone has been used for 
unlawful purposes should be given to the subscriber, since the deprivation 
of service is of serious consequence, whether for business or residential 
use, under present-day conditions of reliance upon telephones as a neces- 
sary and rapid means of communication, p. 175. 


Service, § 134 — Discontinuance of telephone service — Unlawful purpose — 
Acquittal of criminal charge — Restoration. 

4. Acquittal in a criminal court of gambling charges on which discontinu- 

ance of telephone service was based may not of itself suffice as a reason 

for restoration of service, since each case must be determined on its own 


facts, p. 176. 


Service, § 134 — Discontinuance of service — Alleged use of telephone for un- . 
lawful purpose — Commission’s position. 

5. The Commission desires and intends to reinforce the efforts of a tele- 

phone company and law enforcement officers to prevent illegal use of tele- 
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phones, and upon satisfactory proof of such use, no relief will be granted 
persons who use their telephones or permit them to be used for unlawful 


purposes, p. 176. 


Service, § 489 — Evidence — Refusal to reinstate telephone — Unlawful use. 
6. The refusal of a telephone company to reinstate a telephone in premises 
from which it had been removed because of suspected unlawful use will 
not be upheld by the Commission where the evidence of such use lacks real 


probative force, p. 176. 


By the Commission: Under date 
of June 29, 1946, John Cologiavanni 
of Hartford, Connecticut, filed with 
the Commission a petition alleging 
that he is the proprietor of the Frank- 
lin Tavern at 284 Franklin avenue, in 
Hartford, that he was a subscriber 
on June 11, 1946, and for a long time 
before that date, to telephone service 
supplied by The Southern New Eng- 
land Telephone Company, his tele- 
phone number being 78529, that serv- 


ice was discontinued on June 11, 1946, 
without his permission and over his 
objection, that he had made repeated 
demands upon The Southern New 
England Telephone Company for res- 
toration of telephone service, and that 
it refused to restore telephone service 


to him at his business address. He 
therefore requested an order from the 
Commission directing the telephone 
company to restore telephone service 
for his use and the convenience of his 
patrons. 

A hearing on said petition was as- 
signed to be held at the office of the 
Commission, room 585, State Office 
building, 165 Capitol avenue, Hart- 
ford, Connecticut, on Monday, August 
5, 1946, 10 a.m., Eastern Standard 
Time. Notice of the pendency of the 
petition and of the time and place of 
hearing same was given to the ap- 
plicant, and to The Southern New 
England Telephone Company, as ful- 
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ly appears from Commission’s order of 
notice and return of its secretary 
thereon, on file. At the time and place 
assigned for a hearing the petitioner 
appeared in person and by counsel. 
The Southern New England Tele- 
phone Company also appeared by 
counsel, 

This petition is brought under the 
provisions of § 3598 of the General 
Statutes, which authorizes a person to 
bring his written petition to the Com- 
mission where a public service com- 
pany unreasonably fails or refuses to 
furnish him adequate service at rea- 
sonable rates within the chartered 
territory of the company. This statute 
authorizes the Commission to: hold a 
hearing on the petition and thereafter 
to make an order prescribing the serv- 
ice to be furnished by the public serv- 
ice company affected, where the Com- 
mission finds that the company has un- 
reasonably failed or refused to furnish 
the patron with adequate service at 
reasonable rates. The issue in this 
case involves service only. 

The petitioner has conducted a tav- 
ern for about eight years at 284 
Franklin avenue, Hartford. During 
that period he has been a subscriber 
at that address to telephone service 
furnished by The Southern New Eng- 
land Telephone Company. Until about 
May 22, 1946, the service supplied at 
these premises was a telephone pay 
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station having the number 75310. 
From May 22, 1946, and until June 
11, 1946, when the service was re- 
moved, it was a business telephone 
service having the number of 78529, 
The change in service was made by 
the telephone company at the request 
of the petitioner. 

From about March, 1942, to Sep- 
tember, 1945, the petitioner was in the 
service of the armed forces. During 
his absence, one or two persons at in- 
tervals conducted the business on be- 
half of the petitioner. Upon his re- 
turn to civilian life in about Septem- 
ber, 1945, he resumed control and op- 
eration of the tavern. 


On June 11, 1946, two officers of 
the Hartford Police Department and 
members of its vice squad searched 
the tavern of the petitioner after re- 
ceiving an anonymous telephone call 
informing them that if they would go 
to the tavern and look in the icebox 
therein, they would find evidence of 
horse betting. They went there armed 
with a search warrant. The petitioner 
was present near the end of the tavern 
where the telephone was located on a 
table. The police opened the icebox 
and found behind the freezing unit an 
Armstrong racing chart and another 
piece of paper, called a betting slip, 
containing in handwriting the names 
of some horses running in a horse race 
on June 11, 1946. The names of these 
horses were also shown on the Arm- 
strong racing sheet, listing many other 
horses and races on that particular 
day. The petitioner was arrested on a 
charge of pool selling, in violation of 
either § 6280 or 6337 of the General 
Statutes, or possibly both. The police 
removed the telephone and thereafter 
notified the telephone company of the 
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removal. After trial in the Hartford 
Police Court, the petitioner was found 
not guilty and was discharged. The 
handwriting on the betting slip was 
not that of the petitioner. He denied 
ownership of the betting slip, although 
admitting ownership of the Armstrong 
racing sheet. This sheet, of itself, is 
not evidence of pool selling or partici- 
pation in other forms of gambling. 
This was the only betting slip found 
on the petitioner’s premises. The 
telephone call to the police was anony- 
mous and the icebox was accessible to 
patrons of the premises. These facts 
indicated a reasonable doubt in the 
mind of the court respecting the guilt 
of the accused, and there being a rea- 
sonable doubt the accused was dis- 
charged. 

The additional evidence before the 
Commission at the hearing on this pe- 
tition may be summarized as follows: 
at frequent intervals from about April 
1, 1946, until June 11, 1946, members 
of the vice squad of the Hartford 
Police Department visited the prem- 
ises of the petitioner upon telephone 
communications to the police from 
anonymous sources that the petitioner 
was maintaining a place for the placing 
of bets on horse races. On such visits 
the police endeavored to ascertain 
whether the telephone was being used 
for the placing or receiving of bets by 
answering rings on the telephone. 
Generally the party calling hung up 
upon hearing the response of the of- 
ficer, but on one occasion, May 29, 
1946, a party calling asked for Jim. 
The petitioner was known to the police 
under the name of Jimmy Bevins. The 
policeman responding said, “Go ahead, 
what have you got today?” The party 
calling responded, “Kings Flesh, 5, 5, 
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and 5, and Sagamore 5, 5, and 0, and 
in reverse, 5, 5, and 0; have you got 
it?’ The police officer responded, 
“Yes.” The party identified himself 
only as Nick. The identity of the per- 
son speaking was not further estab- 
lished nor was this communication, of 
itself, sufficient to identify it as the 
placing of a bet. 

On the occasions of such visits to 
the petitioner’s premises the police in- 
formed the petitioner that his premises 
were suspected of being used for the 
placing or receipt of bets. On each 
occasion the petitioner denied that his 
premises were being so used. The 
petitioner requested the telephone 


company sometime prior to May 22, 
1946, to remove the telephone pay sta- 
tion and to install in its place a busi- 
ness telephone in substantially the 


same location as the former telephone 
pay station. The petitioner testified 
that he ordered the substitution be- 
cause he was unable to control the 
use of the telephone pay station in its 
enclosed booth and because he was 
suspicious that it was being used by 
patrons for illegal purposes. He 
claimed that some person had placed 
the betting slip in the icebox on June 
11, 1946, for the purpose of causing 
him to be wrongfully arrested, and 
that such person had been anonymous- 
ly telephoning the police in order to 
accomplish his purpose. 

The Southern New England Tele- 
phone Company has in force a rule 
respecting the circumstances under 
which it will refuse or discontinue 
service where the telephone is used for 
the dissemination of racing news and 
bookmakers. This rule is embodied 
in the company’s General Bulletin 46, 
dated February 26, 1945, and is the 
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sequel of a policy of codperation which 
the telephone industry throughout the 
country has generally adopted at the 
request of the Federal Communica- 
tions Commission. With respect to 
preventing the use of telephones for 
dissemination of racing information, 
rule 10 of the General Bulletin pro- 
vides that upon receipt by the company 
of notice from a law enforcement of- 
ficer, having jurisdiction, that certain 
designated service is being used for 
bookmaking, or aiding and abetting 
bookmaking, with a request for dis- 
continuance of such service, the com- 
pany will discontinue the service upon 
notice thereof to the subscriber. 


In this instance the telephone com- 
pany did not remove the telephone, 
which removal was, in fact, made by 
the police officers. Since June 11, 
1946, the telephone company has re- 
fused to restore service at the peti- 
tioner’s frequent requests following 
his acquittal by the court. This deci- 
sion was made after review of the mat- 
ter by the state’s attorney office for 
Hartford county, and the statement 
from his office to the company ex- 
pressing the opinion that the telephone 
service should not be reinstated be- 
cause the place was known to be a loca- 
tion where horse bets are received. 

[1, 2] The company’s regulations 
do not supersede the statutory powers 
of the Commission contained in § 3598 
of the General Statutes quoted above 
but rather should be regarded as com- 
plementing the powers of the Commis- 
sion in that section. The policy stated 
in the company’s General Bulletin is 
a proper and laudable one, of codperat- 
ing with the law enforcement author- 
ities. The duty of the Commission, 
upon a petition for restoration of tele- 
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phone service, still exists to determine 
whether the facts of the particular case 
justify the telephone company in re- 
fusing to restore service under its reg- 
ulations. The duty of the Commis- 
sion also exists to determine, under the 
provisions of § 3598, whether the com- 
pany is unreasonably failing or re- 
fusing to furnish the petitioner with 
telephone service. See Rodman v. 
New England Teleph. & Teleg. Co. 
(Mass 1945) 61 PUR(NS) 242, 
which collects the cases on this issue. 
The only evidence before the Com- 
mission that was not before the Hart- 
ford Police Court was the testimony of 
the police officer respecting a telephone 
communication he received on May 29, 
1946, referred to above. The remain- 
der of the testimony before the Com- 
mission was a repetition of the testi- 
mony before the Hartford Police 
Court. Upon that record the police 
court reached the conclusion that the 
accused had not been proven guilty. 


The additional testimony before the 
Commission of the police officer re- 
specting the telephone communication 
he received on May 29, 1946, requires 
consideration of the weight to which it 
is entitled, which rests fundamentally 
on the admissibilty of the testimony. 
Due to the lack of identification of the 
speaker at the other end of the tele- 
phone, it appears that the testimony of 
the police officer was not properly ad- 
missible. Wigmore in his treatise on 
evidence (3rd ed.), in discussing proof 
of a communication received by tele- 
phone, points out that identification of 
the speaker making the telephone com- 
munication must be first established 
and that “no one has ever contended 
that if the person first calling up is 
the very person to be identified, his 
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merely purporting to be A is sufficient, 
any more than the mere purporting 
signature of A to a letter would be suf- 
ficient” (§ 2155, Vol. VII and § 669, 
Vol. II). He points out also that the 
only case practically permitting such 
identification is, therefore, that of B’s 
first calling up A and being answered 
by a person purporting to be A. This 
preliminary identification opens the 
door to consideration of the admissi- 
bility of the communication on other 
grounds, including the question of the 
hearsay rule (Idem). In State v. 
Torello (1925) 103 Conn 511, 518, 
131 Atl 429, it is stated that the rules 
of evidence relating to the hearsay rule 
are the same in civil and criminal pro- 
ceedings. Hence, they are the same in 
a proceeding before an administrative 
tribunal, being analogous to a civil 
proceeding, particularly where, as in 
this case, a matter of substance is in- 
volved. This telephone communica- 
tion is hearsay testimony with respect 
to the applicant. Assuming that iden- 
fication had been first established, it 
appears that this hearsay testimony is 
not admissible, as against the appli- 
cant, under any of the exceptions to the 
hearsay rule (See Model Code of Evi- 
dence, American Law Institute, Rules 
502 to 530, inclusive). It follows that 
this evidence was hearsay, under the 
authorities quoted, and therefore en- 
titled to no weight in arriving at a 
decision. 

[3] While the entire testimony in 
the proceeding before the Commission 
awakens suspicion regarding the peti- 
tioner’s use of telephone service, such 
testimony nevertheless falls short of 
proving that he has been using tele- 
phone service for unlawful purposes. 
The benefit of any doubt in the mat- 
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ter should be given to the subscriber 
since the deprivation of telephone serv- 
ice is of serious consequence to any 
person, whether for a business or res- 
idential use, under present-day condi- 
tions of reliance upon the telephone as 
a necessary and rapid means of com- 
munication. Otherwise, the Commis- 
sion would be accepting suspicion, 
rather than substantial evidence, as the 
basis of a finding, and a finding based 
upon suspicion would not provide the 
proper basis necessary for the statu- 
tory validity of an order. 

[4-6] Each case must be determined 
on its own facts and acquittal in a 
criminal court may not, of itself, suf- 
fice as a reason for restoration of serv- 
ice. The inference is not to be drawn 


from this conclusion that this finding 
offers comfort or encouragement to 
those persons who use, or allow the 


use of, their telephones in any unlaw- 
ful enterprise. On the other hand, the 
Commission desires and intends to re- 
inforce the efforts of the company and 
the law enforcement officers in pre- 
venting such illegal use, and upon sat- 
isfactory proof of such illegal use, no 
relief will be granted persons who 


use their telephones or permit them to 
be used for unlawful purposes. We 
simply hold that, in the light of the 
circumstances surrounding this case, 
the evidence before us lacks that pro- 
bative value necessary to justify a re- 
fusal by the company to reinstate the 
telephone on the premises of this peti- 
tioner. 

The Commission finds that the peti- 
tioner has shown that the Southern 
New England Telephone Company is 
unjustly and unreasonably refusing to 
supply him with business telephone 
service at his premises, 284 Franklin 
avenue, Hartford, Connecticut. The 
Commission therefore orders The 
Southern New England Telephone 
Company to restore promptly to the 
business premises of the petitioner the 
same telephone service he was receiv- 
ing from the company on fune 1], 
1946. 


We hereby direct that notice of the 
foregoing be given by the secretary of 
this Commission -by forwarding true 
and correct copies of this document to 
parties in interest, and due return 
make. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Consolidated Edison Company of 
New York, Incorporated 


Case 12137 
July 24, 1946 
ROCEEDING on motion of Commission as to reasonableness 
Pe terms upon which electric company will purchase meters 
and equipment from submetering companies; prices submitted by 
company permitted to go into effect. For earlier report, see 
(1946) 63 PUR(NS) 65. 


Service, § 297 — Acquisition price of meters — Reproduction cost. 
1. Cost of a present-day meter (a reproduction cost basis not permissible 
as a basis for accounting entries) was permitted to be used as a basis for 
acquisition of meters where actual cost could not be determined and repro- 
duction cost new was closely equivalent to average original cost of meters 
to be acquired, p. 178. 

Depreciation, § 31 — Group method — Electric meters. 
2. Use of thirty years as the estimated total useful life of Ac meters and 
transformers to be acquired by an electric company was permitted in the 
absence of an adequate substitute for such proposal, although such period 
was not satisfactorily established, it was not known what meters were to 
be acquired and hence their condition, and probable remaining life and 
usefulness was not known, p. 178. 

Valuation, § 92 — Accrued depreciation of meters — Installation cost. 
3. Meter installation costs should be depreciated on the same basis that 
electric meters, to be acquired by an electric company, are depreciated ; 
if the price to be paid is to recognize depreciation on the meter itself, it 
should also recognize depreciation upon cost of installation, p. 179. 


Depreciation, § 24 — Mortality dispersion. 
Discussion of the mortality dispersion factor in proceeding relating to 
acquisition of electric meters at a price recognizing depreciation, p. 180. 
Service, § 297 — Acquisition of electric meters — Price. 
Schedules of prices submitted to New York Commission for acquisition 
of electric meters and equipment from submetering companies, p. 181. 


> 


APPEARANCES: Philip Halpern, Coulson & Goetz (by Jacob H. Goetz 
Counsel (by Frank C. Bowers, As- and Henry S. Reeder), New York 
sistant Counsel), for the Public Serv- city, Attorneys, for Consolidated Edi- 
ice Commission; Whitman, Ransom son Company of New York, Inc.; 
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Eidlitz, French & Sullivan (by John G. 
Clancy), New York city, Attorneys, 
for Electric Meter Corporation; Ralph 
P. Phillips, President, for United 
Adjustment Company; Leon A. 
Mnuchin, New York city, Attorney, 
for Owners and Tenants Electric Co., 
Inc.; S. Palmer, New York city, for 
Interboro Electric Light & Power 
Company ; Morway Picket and Harold 
J. Treanor, New York city, Real Es- 
tate Board of Midtown Realty Own- 
ers Association. 


Mautsigz, Chairman: Following 
the adoption by the Commission of the 
memorandum in this proceeding upon 
March 5, 1946, 63 PUR(NS) 65, the 
Consolidated Edison Company trans- 
mitted a communication dated April 
22, 1946, in which it set forth a new 
proposal to meet the criticisms in the 
memorandum of the Commission. In 
that memorandum it had been made 
clear that the Commission did not ap- 
prove the company’s refusal to pur- 
chase direct current meters at a rea- 
sonable price, provided the consumer 
who was transferred from a submeter- 
ing company to the Consolidated Edi- 
son desired to continue to receive di- 
rect current service and provided also 
the meter which was being used to 
serve him at the time of the trans- 
fer was of a type authorized by the 
Commission and in such condition 
that it would accurately measure the 
electric energy received by the con- 
sumer. 

In the revised proposal, the company 
accepted the ruling of the Commission 
and agreed to purchase pc meters fix- 
ing the prices at which pc meters of 
various types would be acquired. The 
prices to be paid will be considered 
later but the general terms of the pro- 
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posal seem to meet satisfactorily the 
ruling of the Commission. 

[1] In the original hearings, the 
meaning of the phrase “cost of a pres- 
ent-day meter” (AC) was not clear. 
Testimony at the recent hearings in- 
dicated that the witness had used as a 
standard the present-day cost of a 
meter which would render the same 
or similar service. This is clearly a 
reproduction cost basis and would not 
be justified or permitted by this Com- 
mission to be used as a basis for en- 
tries in the accounts of the company. 
However, it is stated that such re- 
production cost new is very closely 
equivalent to the average original cost 
of the meters to be acquired and as the 
actual cost cannot be determined until 
it is known exactly what meters are 
to be acquired, such base cost may be 
used for the present. Permission to 
do so should not be construed as in- 
dicating that it is generally a proper 
basis. It certainly would not be if re- 
production cost new of the meters 
covered by this proceeding were to be- 
come substantially different from the 
original cost. 


[2] The use of thirty years as the 
estimated total useful life of all ac 
meters and transformers is still not 
satisfactorily established. Again, the 
uncertain element is that it is not 
known what meters are to be acquired 
and hence their condition, probable 
remaining life and usefulness is not 
known. There is nothing in the rec- 
ord which would provide an adequate 
substitute for the 30-year period used 
by the company and for the time be- 
ing its use will be permitted. 

A third factor in applying the 
straight-line depreciation method is 
the age to be used. The company has 
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proposed, and it has not been changed 
in the revised plan, that the age should 
be measured on the average by the 
difference between the midpoint of the 
period of manufacture and January 1, 
1945. Here again, as a method of de- 
termining the price to be paid for 
specific meters if they were known in 
advance, the plan would not be a rea- 
sonable one as,it would not produce a 
true age for any meter so acquired ex- 
cept by mere coincidence. But as no 
better plan has been suggested, the 
midpoint of the period of manufacture 
will be allowed for the time being. 

To measure the age from this point 
to January 1, 1945, is clearly improper 
and was improper when originally 
submitted. As any plan that is now 
adopted should remain in operation 
for at least a year and as the plan ap- 
proved by the Commission will prob- 
ably not become effective before some- 
time in July or the 1st of August, the 
midpoint of one year thereafter would 
be approximately January 1, 1947. 
The depreciation factors should be 
revised upon this basis, It will in- 
crease the depreciation by adding two 
years to the ages given in Exhibit 13. 


[3] The company has not cured the 
original proposal where it failed to 


depreciate installations. In the mem- 
orandum approved by the Commis- 
sion, this method was criticized and it 
was shown to have no reasonable 
basis. The company depreciates the 
meter but sees no good reason for de- 
preciating the cost of installing it. 
When a meter is removed, all benefit 
from the expense of installation has 
been removed and no difference can be 
drawn between the retirement loss on 
meter itself and on the cost of install- 
ing it. Hence, if the price to be paid 
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for the meters acquired from subme- 
terers is to recognize depreciation on 
the meter itself, it should also recog- 
nize depreciation upon the cost of in- 
stallation. 

Considerable testimony was given 
by Mr. Franklin in an attempt to justi- 
fy the prices originally submitted and 
to meet the criticism of failure to 
deduct depreciation on installations. 
None of the figures developed in the 
so-called “tests” was used in deter- 
mining the prices shown in Exhibit 
13, and the so-called “costs” of the 
meters used in these tests were ap- 
parently considerably above “present- 
day cost” used in determining the pro- 
posed prices. The process and the 
computations which the witness as- 
serts support the prices are interesting 
but of little value, as the results ap- 
parently are far from a proper figure, 
even assuming the base costs of meters 
and installations given by the witness 
are acceptable. No allowance was 
made for mortality dispersion in the 
original calculations and when ap- 
plied to the estimated costs depreciated 
according to the straight-line method, 
the results obtained do not support the 
suggested prices. 

Two cases were developed some- 
what in detail. Accepting the com- 
pany’s estimates for age and life and 
using a figure produced by the wit- 
ness from the working papers of Mr. 
Goldthwaite produces in one case a 
price somewhat below the proposed 
purchase price but in another case a re- 
sult about 25 per cent above the pro- 
posed purchased price. What would 
happen if all of the prices were thus 
analyzed is not known. The witness 
stated that the cases selected were 
typical of his method. Upon this 
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basis, the conclusion is inevitably that 
the proposed prices are not just and 
reasonable, even if we accept the fig- 
ures for base cost, estimated useful 
life, age, cost of testing meters and 
any reasonable allowance for mortality 
dispersion. 

In the memorandum approved 
March 5th in this proceeding, supra, 
the failure to recognize mortality dis- 
persion in the prices originally sub- 
mitted was called to the attention of 
the company but no effort has been 
made to correct the prices submitted 
for this factor. 

In the so-called “tests” made by the 
company, recognition was given in 
two computations. In these cases, the 


type of meter was fourteen and one- 
half years old, producing a deprecia- 
tion deduction percentage on the 
age-life 


ratio basis of 484 per 
cent and a remaining value of 
51% per cent rounded off in the 
computations to 51.6 per cent. The 
remaining value allowing for mortality 
dispersion was computed at 58 per 
cent or a difference between the age- 
life ratio and the remaining value 
ratio of 6.4 to reflect mortality dis- 
persion. 

The witness testified that the figure 
of 58 per cent was obtained, directly 
or indirectly, from the working papers 
of Mr. Goldthwaite. Mr. Goldth- 
waite was not called as a witness and 
there was no proof that 58 per cent 
was a proper ratio for meters having 
an age of fourteen and one-half years, 
an estimated life of thirty years for the 
group and no salvage. 

In view of the admitted disregard 
of the mortality dispersion factor, the 
case was reopened in order to obtain 
testimony that could be used. Mr. C. 
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B. Benson, consulting engineer on the 
staff of the Commission, who has had 
wide experience in the preparation of 
statistical analyses and actuarial 
studies of property retirements includ- 
ing the preparation of accrued depre- 
ciation estimates and allowances for 
mortality dispersion, was called as a 
witness. He testified regarding the 
work that he had done in connection 
with accrued and annual depreciation 
rates for various classes of property 
of utilities under the jurisdiction of 
this Commission, particularly those in 
the metropolitan area. He had pre- 
pared a table and graph giving for 60- 
cycle watt-hour meters, on the basis of 
an average service life of thirty years, 
the age-life ratio in per cent and the 
accrued depreciation with allowances 
for mortality dispersion in the form 
of a percentage which could be applied 
to any base cost. This exhibit 
showed, for example, that an average 
meter, for which as a class there was 
an estimated average service life of 
thirty years and an age of fifteen 
years, would have an age-life ratio of 
50 per cent, whereas the amount of 
depreciation accrued upon such a me- 
ter, disregarding salvage, would be 
45.6 per cent. In other words, i 
would have a remaining service value 
of 54.4 per cent. 

There are other ways of allowing 
for mortality dispersion but the 
method recommended by Mr. Benson 
and testified to in this proceeding is 
satisfactory, being founded upon ac- 
tuarial studies and correct mathe- 
matical principles and in a form which 
can be easily applied. Mr. Benson 
was not cross-examined; his testi- 
mony is the only testimony in rela- 
tion to mortality dispersion that can 
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be used and will be followed in the 


determinations herein made. 
Accepting for the purposes of this 
proceeding an average service life for 
alternating current meters, instrument 
current transformers, and demand 
registers of thirty years with no net 
salvage and base costs submitted by 
the company for various classes of 
instruments and installation costs and 
applying the percentages given by Mr. 
Benson with interpolations where 


necessary, we obtain the following 
schedule of prices which the Consol- 
idated Edison should pay for alternat- 
ing current watt-hour meters, current 
transformers, and demand registers 


for the remainder of the current year, 
leaving to a later date the revision of 
prices applicable to a period subse- 
quent to January 1, 1947, because of 
the additional depreciation which 
would need to be applied to equip- 
ment purchased thereafter. In the 
final computations, the detailed figures 
obtained by the above method have 
been rounded off to the nearest 25 
cents for convenience and simplicity 
of calculation. It appears that the plus 
and minus quantities practically equal- 
ize when the entire schedule is con- 
sidered. In each case, the installation 
cost has been depreciated for the rea- 
sons stated above. 


SCHEDULE A 
Alternating Current Watt-hour Meters 


Manufacturer of Meter 


Westinghouse 


General Electric 


120 Volt, 2 Wire, 60 Cycle, Single Element 
Type of Net Price to be Paid for Meter 
Meter 15 Ampere 50 Ampere 


$3.50 
6.25 
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Manufacturer of 
Meter 


Westinghouse 


General Electric 


Sangamo 


Manufacturer of 
Meter 


Westinghouse 


General Electric 


Sangamo 
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SCHEDULE B 


Alternating Current Watt-hour Meters 


120-Volt, 3-Wire, 60-Cycle, Two Element 
Net Price to Be Paid for Meters 


Watt-hour Meters 


Current 
Self-contained Transf. 
Types Types 


Type of 


Rated Rat 
Meter 15 Amp. 50 Amp. 2.5 Amp. 15 Amp. 50 Amp. 2.5 Amp. 


OB $10.75 
CAS 16.00 
CS5 16.00 


I-18 
D-14 
V-2A 
V2S 


$15.75 
23.25 
23.25 


$14.00 


HC 
L2A 
L2S 
LC2A 


LC2S__17.00 


Watt-hour Meters Equipped with 
Cumulative Type Demand Registers 
Current 
Transf. 

Types 


Self-contained 
Types 

Type of 

ed Demand 

Register 
RW-2 
RW-2 
RW-2 


$31.75 $30.00 
39.50 a 


39.50 — 


33.25 — 
32.50 30. 
39.50 

39.50 


32.00 


$26.75 
32.00 
32.00 


28.00 
27.50 
32.50 
32.50 


26.75 
29.25 
29.25 
32.00 
32.00 


120-Volt, 4-Wire, 60-Cycle, Three Element 
Net Price to Be Paid for Meters 


Watt-hour Meters 
Current 
Self-contained Transf. 
Types Types 


Type of Rated 
Meter 15 Amp. 50 Amp. 2.5 Amp. 


OB $19.00 $23.50 $20.75 
C3 24.50 30.25 26.75 
CA3 29.75 37.00 32.50 
D-15 


24.00 29.50 26.00 
V4A 29.75 37.00 32.50 


25.00 30.75 27.25 
31.50 39.00 34.50 


HC 
LC3P 


15 Amp. 50 Amp. 2.5 Amp. 


Watt-hour Meters Equipped with 
Cumulative Type Demand Registers 


Current 
Transf. 
Types 


Rated 


Self-contained 
Types 
Type of 
Demand 
Register 


RW-2 
RW-2 
RW-2 
M-26 
M-26 


HGC 
HGC 


$35.25 $29.75 
40.50 46.25 
46.00 53.00 


40.75 46.25 
46.50 53.75 


40.00 46.00 
46.75 54.00 
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SCHEDULE C _ Instrument Current Transformers 
Type Net Price to Be Paid for 
of Transformer 
Manufacturer of Transformer Transformer Amperes Amount 
Westinghouse 200 
: 400 
eter UE 
PA 
TA 
rpe of 
‘mand 
gister 
NA 
General Electric JLI 
400 
JLF5 400 
(Bar Type) 800 
1,200 
JLF5 400 
(Bus Tube) 800 
type 1,200 
1,600 
2,400 
Sangamo M 6 200 
400 
600 
400 
800 
1,200 
snd 400 


rister 


The prices fixed for direct current 
meters were fixed on a different basis 
from that used for alternating current 


meters. Prices for direct current me- 
ters were obtained by taking the aver- 
age original cost from the books of 
the company for the various types of 
meters, adding thereto the estimated 
cost of installation and then deducting 
75 per cent. In other words, the pur- 
chase price represents, according to 
the company’s witness, 25 per cent of 
the average cost of direct current 
meters as shown in company rec- 
ords. 


800 

1,200 

1,600 

2,400 
It was stated that the average age of 
these meters on the company’s esti- 
mate is slightly less than twenty-six 
years. Twenty-five per cent for re- 
maining value would, therefore, give 
a total useful life of nearly thirty-five 
years on the average and a remaining 
life of a little less than nine years. If 
nine years is the average remaining 
life of 26-year old meters, direct cur- 
rent service in New York city will not 
disappear in its entirety before 1960 
or 1970. There is almost nothing in 
the record to support 25 per cent as 
remaining value. It is purely a judg- 
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ment figure, and yet there are insuf- The prices submitted by the com- 
ficient data in the record upon which pany will be used in the absence of 
to found a better figure. more satisfactory data. 
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Re Mississippi River Fuel Corporation 


Opinion No. 141, Docket No. G-713 
August 28, 1946 


PPLICATION for authority to construct and operate additions 
A to existing natural gas pipe lines; granted. 


Gas, § 2.1 — Jurisdiction of Federal Commission — Natural gas company. 
1. A company owning no natural gas production properties but purchasing 
all of its natural gas, transporting it through its own pipe line in interstate 
commerce, and selling it for resale for ultimate public consumption is a 
natural gas company within the meaning of the Natural Gas Act, p. 186. 


Certificates of convenience and necessity, § 88 — Natural gas pipe lines — Public 
interest. 
2. The public interest’ is controlling in determining whether or not natural 
gas pipe-line construction should be authorized, p. 191. 


Monopoly and competition, § 3 — Natural gas extensions — Effect on coal, labor, 
and railroad interests. 
3. The economic impact upon the coal and railroad industries, and those 
employed in such industries, constitutes just one of the factors to be taken 
into account in determining whether natural gas pipe-line construction 
should be authorized, p. 191. 


Certificates of convenience and necessity, § 104 — Natural gas pipe lines — 
Prospective customers. 
4. That a manufactured gas company is uncertain whether it will convert 
to natural gas is not determinative of whether or not a wholesale natural 
gas company, which would serve the manufactured gas company upon its 
conversion to straight natural gas, should be authorized to construct addi- 
tional pipe-line facilities, p. 191. 


* 


APPEARANCES: William A. Dough- city of St. Louis, Missouri; Robert W. 
erty and James L. White, for Missis- Otto and Walter E. Sloat, for The 
sippi River Fuel Corporation; Forrest Laclede Gas Light Company; George 
G. Ferris, Jr., and James V. Frank, for D. Horning, Jr., for National Coal 
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Association; Tom J. McGrath and 
Robert H. Allison, for United Mine 
Workers of America; Amos W. 
Mathews and James W. Nisbet, for 
Western Railroads, more particularly 
named in petition for intervention filed 
in this proceeding; Fifth and Ninth 
Districts Coal Traffic Bureau; Belle- 
ville Fuels, Inc.; Northern Illinois 
Coal Trade Association ; Middle States 
Fuels, Inc.; Central Illinois Coal Op- 
erators Committee ; Richard F. Wood, 
for Illinois Coal Traffic Bureau; L. E. 
Walter, Secretary, for Coal Exchange 
of St. Louis; Joseph Applebaum, Re- 
gional Director, for United Gas, Coke 
and Chemical Workers; C. C. Dreman 
and G. W. Horlsey, for Progressive 
Mine Workers of America; Charles 
E. McGee, Milford Springer and 
Jacob Goldberg, for Federal Power 
Commission; J. P. Randolph, General 
Counsel, appearing as observer only 


for Missouri Public Service Commis- 
sion. 


By the Commission: This pro- 
ceeding arises from an application filed 
on April 5, 1946, as amended on May 
29, 1946, by Mississippi River Fuel 
Corporation (applicant), for a certifi- 
cate of public convenience and neces- 
sity under § 7(c) of the Natural Gas 
Act, 15 USCA § 717f£ (c), as amend- 
ed, to authorize the construction and 
operation of additions to applicant’s 
existing pipe-line system. 

The facilities to be constructed con- 
sist of 264.8 miles of 22-inch loop, 
14.5 miles of 12-inch loop, a 10-inch 
manifold river crossing,’ and the in- 
stallation of 10,400 horsepower of 
compressor units at eight of its nine 
compressor stations.* Miscellaneous 
equipment such as fluid separators, 
regulator, and meter stations are also 





1 The facilities which applicant proposes to 
construct are: 

Estimated Cost 

(1) 15.0 miles of additional 22-inch 

loop in. part of the section be- 

tween Perryville and Crossett 
stations 

(2) 38.0 miles of 22-inch loop in 

part of the section between 

Crossett and Glendale stations 1,215,880 


(3) 17.3 miles of 22-inch loop in 
part of the section between 
Glendale and Sherrill stations 


(4) 40.6 miles of 22-inch loop in 
part of the line section be- 
tween Sherrill and West Point 
stations 
17.2 miles of 22-inch and 14.5 
miles of 12-inch loop in part of 
the line section between West 
Point and Nuckles stations ... 
30.9 miles of 22-inch loop in 
part of the line section 
tween Nuckles and Biggers 
stations 990,974 
12.3 miles of 22-inch loop in 
part of the line section be- 
tween Biggers and Neelyville 
stations 


$479,200 


562,578 


1,296,016 


913,052 


185 


Estimated Cost 


(8) 23.5 miles of 22-inch loop in 
part of the line section be- 
tween Neelyville and Twelve 
Mile stations 


(9) 61.0 miles of 22-inch loop and 
1.5 miles of 10-inch river 
manifold from a point north of 
Twelve Mile Station via Ste. 
Genevieve, Missouri, to the 
east header of the Alton line 
manifold river crossing across 
the Mississippi River 

(10) 9.0 miles of 22-inch loop on 
the Alton line north of the east 
header of the Mississippi River 
manifold crossing 388,280 


2 Compressor station additions and changes: 

(1) Crossett Station: Extend build- 

ing and foundations and add two 
600 hp. compressor units 


(2) Glendale Station: Change foun- 
dations and change size of 
cylinders on existing com- 
pressors and add two 1,000 hp. 
compressor units 


(3) Sherrill Station: Extend foun- 
dations and building and add 
two 600 hp. compressor units.. 157,500 
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879,390 


$157,500 


302,500 
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included in the application.* The total 
estimated cost, including general over- 
heads and interest on borrowed capi- 
tal during construction, is $11,605,- 
628. 


The present daily sales capacity of 
applicant’s existing pipe-line system is 
133,000 thousand cubic feet. The ad- 
ditional facilities will increase the sales 
capacity to 183,000 thousand cubic 
feet per day, or an additional 50,000 
thousand cubic feet daily. 

After appropriate notice, hearings 
were held in St. Louis, Missouri, com- 
mencing on June. 10, 1946. The re- 
quest of the Missouri Public Service 
Commission to sit at the hearing in 
an advisory capacity was granted, and 
the Chairman of the Missouri Public 
Service Commission sat with the trial 
examiner throughout the entire hear- 
ing. By agreement of all parties to 
the proceeding, oral argument was 
heard by the Commission on July 19, 
1946. 


Jurisdiction 
[1] Applicant, a Delaware corpora- 


tion, owns no production property, but 
purchases all of its natural gas in the 
Monroe gas field in northern Louisi- 
ana and transports this gas through its 
main pipe line which extends north- 
ward about 500 miles through Arkan- 
sas and Missouri into Illinois. The 
principal market for this gas is St. 
Louis, but applicant also sells natural 
gas to seven companies for resale for 
ultimate public consumption for do- 
mestic, commercial, industrial, and 
other uses in Arkansas, Missouri, and 
Illinois. Such interstate transporta- 
tion and interstate sales are subject to 
the jurisdiction of this Commission, 
and applicant is therefore a “natural- 
gas company” within the meaning of 
the Natural Gas Act.* 


The proposed facilities will be op- 
erated as an integral part of applicant’s 
natural gas transmission system and 
will be utilized for the transportation 
and sale of natural gas in interstate 
commerce to distributing companies 
for resale for ultimate consumption for 
domestic, commercial, industrial, and 





Estimated Cost 
(4) West Point Station: Change 
foundations and change size of 
cylinders on existing compres- 
sors and add one 1,000 hp. com- 
pressor unit 
Nuckles Station: Change loca- 
tion of existing station, construct 
new foundation, erect building, 
and add three 600 hp. compres- 
sor units at new location 
Biggers Station: Change foun- 
dations and change size of cylin- 
ders on existing compressors 
and add one 1,000 hp. compres- 
sor unit 
Neelyville Station: Change and 
extend building and foundations 
and change size of cylinders on 
existing compressors and add 
two 600 hp. compressor units .. 
(8) Twelve Mile Station: Change 
foundations and size of cylinders 
on existing compressors and add 
one 1,000 hp. compressor unit .. 
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$62,000 


158,000 


168,500 


158,000 


Estimated Cost 
8 Miscellaneous : 

(1) Regulator and meter stations for 
deliveries to lime plants at Ste. 
Genevieve, Missouri, and for use 
on Alton line 

(2) Fluid separators at points north 
of Twelve Mile, Biggers, and 
Perryville stations 


(3) General Overheads 


(4) Interest on borrowed capital dur- 
ing construction 75,000 

4In Re Mississippi River Fuel Corp. (1945) 
Docket No. G-462, Op. No. 126, 63 PUR 
(NS) 89. See also order dated May Jl, 
1940, in Re Mississippi River Fuel Corp. 
Docket No. G-150, 2 FPC 170, 34 PUR(NS) 
8, aff. sub. nom. Mississippi River Fuel Co 
v. Federal Power Commission (1941) 
PUR(NS) 213, 121 F2d 159. For order 
on “Grandfather” application, see Re Mis- 
sissippi River Fuel Corp. Docket No. G-29l, 
March 1, 1944. 
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other uses, and to direct industrial cus- 
tomers. 


Present and Future Requirements of 
Applicant 


As indicated heretofore, applicant 
sells natural gas to seven distributing 
companies for resale for domestic, 
commercial, and industrial use. In ad- 


dition, applicant sells natural gas di- 
rectly to industrial customers both on 
a firm and interruptible basis. 

The. tabulation below shows the ac- 
tual sales for the system peak day for 
the years 1944 and 1945, and esti- 
mated sales for the system peak 
day for the years 1946, 1948, and 
1950: 


System Peak Day SALES 
In M cu. ft.5 


Actual 
Feb. 14, 1944 Dec. 18, 1945 


Utility Sales 
Firm 


Interruptible 8,074 


Estimated 


1946 1948 1950 


81,434 90,040 150,230 179,830 
4,740 0 0 0 





Total Utility 


Direct Sales 
Firm 


Interruptible 27,315 








86,174 90,040 150,230 179,830 


53,660 


43,960 
2,713 0 


30,770 
0 


1,170 
0 








Total Direct 79,851 





56,373 43,960 30,770 1,170 








Total Sales 140,311 


The peak day sales of the applicant 
in 1944 consisted of 43 per cent sales 
to utilities and 57 per cent sales to di- 
rect industrial customers. In the fol- 
lowing year the peak day sales to utili- 
ties rose to 60 per cent of the total, 
while the sales to direct industrial cus- 
tomers fell to 40 per cent. 

On the basis that the facilities, 
sought in this application, if author- 
ized, will be in operation for the peak 
day of 1947-1948, applicant estimates 
that of the total daily sales capacity of 
181,000 thousand cubic feet, 83 per 
cent will go to the utility customers 
and 17 per cent to the industrial cus- 


142,547 


134,000 181,000 181,000 


tomers. For the peak day of 1950, it 
appears that unless additional facilities 
are installed, almost 100 per cent of 
the system sales capacity of 181,000 
thousand cubic feet will be devoted to 
utility sales. 

Applicant estimates that with pres- 
ently proposed facilities, it will be 
necessary to curtail its firm industrial 
sales on system peak day for each of 
the calendar years 1946 to 1950, in- 
clusive. The tabulation below shows 
applicant’s estimated curtailment of its 
firm requirements to industrials on the 
system peak day for 1946, 1948, and 
1950. Applicant has indicated its in- 





5 All volumes are given in thousand cubic 
feet on a-pressure basis of 14.9 pounds abso- 
lute unless otherwise noted. The peak-day 
sales shown for the years 1946, 1948, and 
1950, represents all of the utility firm demands 
but only that portion of the firm direct sales 
which can be met with the present facilities 
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in 1946 and with the proposed additional 
facilities for 1948 and 1950. Applicant has 
stated it proposes to install additional facili- 
ties in the future in order to meet increases 
in demands, especially with respect to firm 
industrial customers. 
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tention to add facilities to increase the 
capacity of its system from time to 
time as warranted by the increases in 
demands. The curtailment of firm di- 
rect industrial customers in 1948 and 
1950 as shown on the following table 
shows that if the demands increase as 
indicated and no facilities other than 
those proposed here are installed that 
curtailment would be necessary. 


EstrmaATED CURTAILMENT OF Firm Drrect 
SaLes on System Peak Day 


(M cu. ft.) 
Direct Industrial Sales 1946 1948 1950 


Firm 
Requirements .... 60,697 61,097 61,097 

Firm 
Curtailment 16,737 30,327 59,927 
43,960 30,770 1,170 
Representatives from eight of the 
industrial customers testified as to 
their requirements; and each substan- 
tiated applicant’s estimates. These 
customers representing such industries 
as steel, ceramics, clay products and 
glass, testified as to the desirability of 
natural gas as a fuel because of the 
even and controlled heat obtained from 

natural gas. 

The testimony on behalf of appli- 
cant was to the effect that the pro- 





Sales 


posed facilities would add sufficient ca- 
pacity to the present system to meet 
the firm requirements on the peak day 
for the winter 1947-48; but that the 
peak day firm demand in the following 
winter would exceed the line capacity. 
The two preceding tables showing 
peak day sales are on a calendar year 
basis and accordingly the figures for 
1948 as estimated by applicant show a 
curtailment for that year and the years 
following. 

The total annual sales of the system 
after the installation of the proposed 
facilities are estimated at 59,100,000 
thousand cubic feet, an increase of 
roughly 15,000,000 thousand cubic 
feet over the present total annual sales, 
Applicant estimates that the total an- 
nual firm sales to utilities will rise to 
30,225,000 thousand cubic feet in 
1950 from the 1945 total of 14,993,- 
801 thousand cubic feet, which indi- 
cates that by 1950 utility firm demands 
would require all of the increase in 
capacity proposed here. 

Representatives of the seven distrib- 
uting companies appeared and testified 
as to the needs and requirements of 
their respective companies. Each an- 


ANNUAL SALES 


(M cu. ft.) 
Actual 


Utility Sales 
Firm 
Interruptible 
Standby 


1944 


13,427,974 
701,957 


Estimated 

1945 1946 1950 
30,225,227 
488,927 
2,500 


14,993,801 
721,574 
134 1,042 


16,810,994 
497,371 
2,500 





Total Utility 
Direct Sales 
Firm 
Interruptible 


14,130,065 


18,165,570 
11,977,342 


15,716,417 17,310,865 30,716,654 


19,982,700 


18,352,400 
8,400,646 


8,545,735 


17,593,679 
11,025,781 





28,619,460 26,898,135 28,383,346 





Total Sales 
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ticipated an increase in both their an- 
nual and peak day volume. Applicant 


submitted the following tabulation of 
the sales to utilities for resale. 


Peak Day Sates to Urizirtes ® 
(M cu. ft.) 


1945 
Arkansas Louisiana Gas Co. 5,520 
Arkansas Power & Light Co. ......... 8,074 
Missouri Natural Gas Co. ............ 3,604 
Laclede Gas Light Co., The 36,727 


St. Louis County Gas Co. ............. 19,180 
Union Electric Power Co. ............. 1,182 
Tiinols Fel Ge “ck. di dese: schon as 7,147 


Estimated 
1948 1949 
6,250 6,630 
8,650 9,150 
4,900 5,450 
88,700 102 
29,600 
1,430 
10,700 


Actual 
1946 
5,600 


1950 
7,020 
9,150 
5,450 
000 107,000 
32,800 35,400 
1,610 1,610 
8,900 12,500 14,200 


1947 
5,920 
8,300 
4,400 

67,000 
22,200 
1,330 








The estimates of the sales of the util- 
ities were based on such factors as pop- 
ulation trends, increase in number of 
customers attached, increase in house- 
heating applications, increase in com- 
mercial heating applications, estimates 
on new housebuilding with gas heat- 
ing, and increased saturation on gas 
used for water heating and refrigera- 
tion. 


Gas Supply 


Applicant company was formed in 
1929 by five producers in the Monroe 
gas field in northern Louisiana as an 
outlet for the gas produced there. Con- 
tracts with each of these producers 
provide that each producer is required 
to supply a certain percentage of appli- 
cant’s total peak day and annual re- 
quirements, until February 2, 1952, 
when the contracts expire. The rec- 
ord indicates that all but one producer 
will be able to supply their share of 
applicant’s requirements until 1952. 

The representative of the United 
Carbon Co. which supplies 17 per cent 
of applicant’s total requirements did 
not think that United Carbon Com- 
pany would be able to meet its peak 
day demand after 1947. However, to 


118,050 170,140 179,830 


warrant the construction of the facili- 
ties sought herein, a source of supply 
beyond 1952 is required. Applicant re- 
lies on a contract executed September 
7, 1945, with United Gas Pipeline 
Company (United) whereby United 
agrees to furnish not only its 40 per 
cent share which it is bound to furnish 
at present as a member of the pro- 
ducers group, but also to furnish any 
increased share up to all of applicant’s 
entire requirements. United’s supply 
is to come from its controlled acreage 
in the Carthage gas field, Panola coun- 
ty, Texas. The Commission has al- 
ready adverted to this contract in its 
order of November 9, 1945, in Re 
United Gas Pipe Line Co., Docket No. 
G-622, wherein permission was grant- 
ed to United to transport an increased 
quantity of natural gas through Unit- 
ed’s Carthage-Monroe pipe line partly 
to fulfill United’s obligation under said 
contract with applicant of September 
7, 1945. This contract expires No- 
vember 1, 1966. 

At the present hearing United 
showed that since the hearing in 
Docket No. G—622 it had added to its 
controlled reserves in the Carthage 


150,230 





_*This is an all firm gas requirement and 
is based on the conversion of the Laclede and 
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St. Louis county companies to an all natural 
gas basis in 1947. 
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field, so that as of May 1, 1946, Unit- 
ed controlled an estimated 2.5 trillion 
cubic feet’? of natural gas out of 5.6" 
trillion cubic feet estimated for the en- 
tire field. The record discloses Unit- 
ed’s other controlled gas reserves in 
other fields and United’s delivery re- 
quirements. It is concluded that ap- 


plicant has shown that an adequate 
source of gas supply is available to it 
to meet the demands of its pipe-line ca- 
pacity including the increase sought in 
the present application. 


Pipe-line and Compressor Station De- 
sign and Costs. 


The record shows that the proposed 
looping is the first stage of a complete- 
ly looped second 22-inch line from the 
field to St. Louis. The present design 
provides for the installation of addi- 
tional compressor horsepower at the 
existing compressor station sites. Ap- 
plicant indicates its intention to op- 
erate the second completely looped line 
at 425#. However, the record shows 
that if added capacity is required this 
line may be operated up to 700# max- 
imum operating pressure, in which 
case the sales capacity of the combined 
system will be 415,000 thousand cubic 
feet daily. The peak day estimate sub- 
mitted by applicant indicates that its 
firm requirements will exceed the sys- 
tem capacity, including the 50,000 
thousand cubic feet authorized here, 
for the peak day in 1948, but manage- 
ment for applicant stated that the pres- 
ent plans and design represented a cau- 
tious approach to the ultimate deliver- 
ability of applicant’s system. The pro- 
posed facilities.are adequate to deliver 
an additional 50,000 thousand cubic 





7Gas in place and stated at a 14.9 pounds 
pressure base. 
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feet of natural gas per day. The con- 
struction cost of $11,605,628 as esti- 
mated by applicant appears reason- 
able. 


Financing of Proposed Facilities 

Applicant plans to borrow the capi- 
tal required to finance the cost of the 
proposed construction. Applicant 
showed it anticipated no difficulty in 
obtaining a loan for a 20-year period 
at a weighted rate of interest of 24 to 
2% per cent. Applicant intends to 
amortize this loan over a 20-year pe- 
riod. Applicant has no bonds out- 
standing, but as of the date of hearing, 
Guaranty Trust Co. of New York held 
$5,425,000 of applicant’s unsecured 
notes which are being paid off at the 
rate of $175,000 quarterly and which 
bear an interest rate of 2? per cent. As 
of April 30, 1946, applicant’s gas plant 
investment was $23,542,990 and its 
reserve for depreciation totaled $12,- 
015,796. The financial position of ap- 
plicant leaves no doubt of its ability 
to finance the proposed facilities. 


Interveners in Opposition 

Interveners representing labor, coal, 
and railroad interests oppose the 
granting of a certificate on the ground 
that coal will be displaced by reason of 
the contemplated use of the additional 
gas to be provided by the proposed fa- 
cilities. Although there may be a loss 
of business on the part of such inter- 
veners, the evidence as to the extent 
of the displacement is somewhat con- 
jectural. The evidence does not show 
that the entire added capacity of 50,- 
000 thousand cubic feet will displace 
coal. The evidence does show that 
such quantity of gas is needed to meet 
additional firm demands, principally 
by utility companies. 
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The utility load increase is expected 
to result from new homes using gas 
for space heating, together with the in- 
stallation of water heaters and refrig- 
erators, and an increase in consump- 
tion of present domestic, commercial, 
and industrial customers. St. Louis 
County Gas Company expects that 90 
per cent of new homes will be equipped 
for space heating by gas. The La- 
cede Gas Light Company has a low 
saturation (less than 10 per cent) on 
gas water heaters and gas refrigera- 
tors. 


[2-4] In a controversy of this na- 
ture, it is the public interest which is 
controlling. The evidence shows con- 
clusively a demand by the consuming 
public, especially domestic users, for 
natural gas rather than oil, wood, or 
coal. It has not been shown by the in- 
terveners that it will be in the public 
interest to deny such consumers the 
use of natural gas as proposed in this 
proceeding. 

Interveners object to the proposed 
change-over by The Laclede Gas Light 
Company (Laclede), which serves the 
city of St. Louis, from mixed gas to 
straight natural gas. Laclede has 
reached the peak of its present gas 
manufacturing ability, and estimates 
that the cost of additional gas manu- 
facturing equipment to meet its grow- 
ing load will be excessive. The city 
of St. Louis, an intervener in these 
proceedings, was in favor of the 
change-over and represented that the 
introduction of straight natural gas 
would aid the city’s program of smoke 
abatement, as well as enable the in- 
habitants to obtain gas at a lower cost. 
The Missouri Public Service Commis- 
sion has gone on record in favor of 
the change-over in the city of St. Louis. 
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In an order approving a plan for the 
financial reorganization of Laclede, the 
Missouri Public Service Commission 
stated : 

“At this time the Commission con- 
siders it desirable to make a declara- 
tion of policy and intent (but is issuing 
no specific orders) to require a change 
to natural gas. Subsequent to a 3- 
year period, or as soon thereafter as 
the Commission deems practicable, it 
believes that the change to natural gas 
should be made.”* 

It is apparent from the record that 
the additional facilities sought here are 
not required solely for Laclede’s con- 
version to straight natural gas. The 
additional facilities proposed here are 
necessary, whether or not Laclede con- 
verts to straight natural gas. The con- 
version would add only 20 per cent to 
Laclede’s natural gas requirements. 

The fact that St. Louis County Gas 
Company (County Gas), which serves 
the environs adjacent to the city of St. 
Louis, is uncertain at present whether 
it will convert to straight natural gas 
is not determinative of the issues here 
involved. The representative of Coun- 
ty Gas stated that that company would 
require additional natural gas for the 
future; and, further, that for the 1948 
peak, County Gas would require ad- 
ditional gas manufacturing equip- 
ment. County Gas introduced an ex- 
hibit showing the cost of production 
of manufactured gas, exclusive of fixed 
charges, depreciation, and taxes: 


Cost per M cu. ft. (280 sru) 





In Re The Laclede Gas Light Co. 
mA, 1943, 48 PUR(NS) 229, 236, 249. 
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The cost of natural gas to County Gas 
is much less than these costs on a 
therm basis. 

As stated by us in Re Natural Gas 
Pipeline Co. of America, Docket No. 
G-651, Opinion No. 133, May 10, 
1945, 64 PUR(NS) 129, 150: “The 
distributing utilities which purchase 
gas from Natural and Chicago Dis- 
trict provide public utility gas service. 
Reasonable firm requirements must be 
met by these utilities if the public in- 
terest is to be served. This Commis- 
sion is charged by Congress, under the 
Natural Gas Act, with the obligation 
to issue certificates of public conven- 
tence and necessity for natural gas fa- 
cilities and service when found to be 
required in the public interest. The 


economic impact upon the coal indus- 


try, the railroads, and those employed 
in these industries, constitutes just one 
of the factors to be taken into account 
in this determination.” 

In addition to the findings hereto- 
fore made, we find on the facts and rec- 
ord in this matter, that (1) the public 
convenience and necessity require the 
construction and operation of the fa- 
cilities proposed in the application as 
amended, and (2) applicant is able and 
willing properly to do the acts and per- 
form the service proposed and to con- 
form to the provisions of the Natural 
Gas Act and the requirements, rules 
and regulations of the Commission 
thereunder. An appropriate order is- 
suing a certificate of public conveni- 
ence and necessity, as conditioned in 
said order, will be adopted. 
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pens Progress 


A digest of information on new construction by pri- 

vately managed uiilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


$160,000,000 Program Started 
By Pacific Gas & Elec. 


J = Paciric GAs AND E.Lectric COMPANY 
has launched the largest construction pro- 
gram in its history—a three-year program that 
will cost approximately $160,000,000. Expendi- 
tures in 1946 will run about $40,000,000, and 
those in 1947 and 1948 are expected to reach 
$60,000,000 per year. The purpose is to provide 
facilities to anticipate the growth of northern 
and central California and to restore normal 
system reserves depleted under wartime re- 
strictions. 

This vast program, initiated immediately 
after removal of wartime controls late in 
1945, will add 658,000 horsepower to the P. G. 
and E.’s electric system and raise the com- 
pany’s capacity; including purchase power, to 
3,141,000 horsepower. Besides, there will be 
numerous additions and improvements to the 
gas system. 

Major projects on the program include a 
new steam-operated generating station, the 
Kern steam plant, near Bakersfield; three new 
hydroelectric projects on the North Fork of 
the Mokelumne river, a_ fivefold increase in 
the capacity of station “P” steam plant near 
Hunters point in San Francisco, increases in 
the peak load capacity of Pit 1 powerhouse on 
the Pit river in Shasta county and Potter val- 
ley powerhouse on a branch of the Russian 
river in Mendocino county, installation of ad- 
ditional facilities at station “B” steam plant in 
Eureka, enlargement of Salt Springs reservoir 
on the Mokelumne river. 

Also in the program are extra facilities to 
handle power produced on the Central valley 
project. The P. G. and E. now purchases, at 
the government’s price, the output of the first 
units at Shasta dam, which have a rated ca- 
pacity of 201,000 horsepower, and has offered 
to buy the output of the additional units when 
completed at Shasta and Keswick dams, which 
will have a total rated capacity of 600,000 
horsepower. 


Davey Offers Four New Portable 
Lighting and Power Units 


Pxovucrion of four new DA-V-LITE porta- 
ble lighting and power units has been an- 
nounced by Paul H. Davey, president, Davey 
Compressor Company, Kent, Ohio 

Designed to provide light and power “where 
and when” it is needed, each DA-V-LITE is 
built around a 5,000-watt Westinghouse self- 
excited, self-regulated A-C generator. The lat- 


ter is driven by a 15 h.p., 4 cylinder Wisconsin 
air-cooled engine, equipped with electric starter. 

Projects, on which DA-V-LITES can be 
used to advantage, include: emergency utility 
repairs, construction jobs, railway maintenance, 
oil field work, air field lighting, directional 
lighting, etc. 

The four standard models, as announced, 
are (1) Floodlight, (2) Searchlight, (3) Com- 
bination, (4) Beacon. All are available in skid 
and 2-wheel spring trailer “mountings. Trailer 
machines are 9’ long, 7’ 6” high and 5’ wide. 
Weight is approximately 1,750 Ibs. 


$15,000,000 Plant Proposed 
By Rochester Gas & Elec. 


P»sys for construction of a new steam elec- 
tric generating station to be located on the 
shores of Lake Ontario at Rochester, New 
York, have been announced by President Her- 
man Russell of the Rochester Gas and Electric 
Corporation. The proposed plant will cost up- 
wards of $15,000,000 when completed and the 
first unit, which will cost $8,000,000, is expected 
to be in operation sometime in 1948. Other 
units will be added as needed to meet demand. 

The station will be designed for an ultimate 
capacity of 160,000 kilowatts, consisting of four 
units of 40,000 kilowatts each. Each unit will 
include one boiler and one turbo-generator with 
all the necessary auxiliary equipment. The tur- 
bine will be operated by steam at 1,250 pounds 
pressure at the turbine throttle and this steam 
will have a temperature of 950 degrees F. 
Water for the new plant will be supplied 





UTILITY 
PURCHASING AND OPERATIONS 


Public Utility company needs man qualified 
by experience to handle its purchasing and in 
addition assist in supervising operation of 
properties. Actual operating knowledge of 
electric and gas properties essential; knowl- 
edge of water and telephone operations de- 
sirable. Maximum starting salary $6,500. 
Interesting, varied and hard work plus excel- 
lent opportunities in both present and future 
for adaptable, versatile person. Reply in de- 
tail by letter only, including salary require- 
ments and non-returnable snapshot. 


ROOM 1804 
509 MADISON AVENUE 
NEW YORK CITY 
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through a pipe extending 4,000 feet into Lake 
Ontario. The station itself will be of light- 
colored, pressed brick, 280 by 250 feet and 100 
feet high. Dust eliminators of high efficiency 
will be installed. Coal will be brought direct to 
the new plant by rail. 

The area around the station will be shrubbed 
and beautified and grounds and entrances will 
be so arranged as to make it possible to bring 
groups of visitors to the new plant. 


Personnel Changes Announced 
By I-T-E Circuit Breaker 


HE following changes in personnel have 
been announced by the I-T-E Circuit 
Breaker Company, Philadelphia : 

J. F. Getz, until recently manager of switch- 
gear sales, has been appointed assistant to the 
president. 

Henry L. Buck, assistant general manager in 
charge of special products division, has been 
elected treasurer. 


Stonhard Folder Deals with 
Concrete Floor Maintenance 


66 ¢ Seces Floor Maintenance Pays Divi- 
dends” is the title of a newly published 
folder which covers the protective maintenance 
of concrete floors with Stonhard Stontop. 
This folder explains the action of Stontop in 
stopping floor “dusting” and protecting against 
the action of acid, grease, oil, and abrasion. 
Illustrations show photographically the typical 
problem, solution, and result of application. 
Free copy available on request to Stonhard 
Company, 403 North Broad street, Phila- 
delphia 8, Pennsylvania. 


Pennsylvania Gas Installing 
Propane Gas Storage Plant 


gg pe so Gas ComPANy is increasing 
its service facilities for the Erie, Pennsyl- 
—_ area by installing a Propane gas storage 
plant 

The Chemical Plants Division of Blaw-Knox 
Company was awarded the contract for design 
and construction of the storage plant. It is 
scheduled for operation in January. 


Builds Condensers Equal 
In Size to 5-Room House 


HE FosteR WHEELER CorPORATION has 

completed construction of the two largest 
cross-flow condensers ever built—each unit 
larger than a complete five-room house. 

The condensers, built at the company’s plant 
in Carteret, New Jersey, are being installed in 
the Southwark station of the Philadelphia Elec- 
tric Company in Philadelphia, Pennsylvania. 

Each unit, measuring 35 ft. high, 464 ft. in 
length, and 20 ft. in width, will condense ex- 
haust steam from a turbine of 150,000 kilowatt 
rated capacity. 

To condense the steam, it is necessary to 
circulate 146,000 gallons of water per minute 
through the condenser tubes—a volume equiva- 


lent to the daily domestic water requirements 
of more than 6,000,000 persons, or the com- 
bined populations of the states of Maine, New 
Hampshire, Massachusetts, and Vermont. 

At the higher loads 1,300,000 pounds of 
steam per hour will be condensed in each unit. 
The energy absorbed in doing this is equiva- 
lent to the total power of a fleet of 70 modern 
steam locomotives. 

When empty, each condenser unit weighs 
660,000 pounds, and with water flowing through 
the tubes it weighs 1,100,000 pounds. The tube 
sheets at each end of the condenser—which 
support the tubes — are the largest bronze 
plates ever rolled. They measure 11’ 7” x 21’ 1" 
and are 14” thick. Each plate weighs approxi- 
mately 14,000 pounds. 

There are 12,316 tube holes drilled in each 
plate for the condenser tubes, in addition to 
108 bolt holes. The 86 tons of tubes through 
which the water circulates are 28’ long each, 
and should they be placed end to end would 
reach a distance of more than 65 miles, equiva- 
lent to that between New York and Trenton. 


John S. Coleman New President 
of Burroughs Adding Machine 


8 pers S. CoLEMAN has been named president 
of the Burroughs Adding Machine Com- 
pany, Detroit, succeeding Alfred J. Doughty 
who resigned as president and a director on the 
advice of his physician. The change was effec- 
tive October 15th. 

In addition to the resignation of Mr. 
Doughty and the appointment of Mr. Coleman, 
Burroughs also announced a number of other 
executive changes from within its own ranks. 

These changes involved promotion of: Law- 
rence V. Britt, former executive vice president, 
to chairman of the board of directors and 
chairman of a newly-formed executive com- 
mittee; John L. Stewart, formerly vice presi- 
dent and treasurer, to the position of executive 
vice president. Mr. Stewart now combines the 
duties of executive vice president and treas- 
urer; Thomas G. Long, Burroughs legal coun- 
sel for the past 30 years, to the board of 
directors filling the vacancy there caused by 
Mr. Doughty’s retirement ; Raymond G, Bower, 
director and general factory manager, to vice 
president engineering; Ray R. Eppert, sales 
manager, to vice president marketing; and 
Sheldon F. Hall, former special representative 
in Washington, to assistant secretary and as- 
sistant treasurer. 


U. S. Generating Capacity to 
Reach New High 


Ts nation’s electric power generating ca- 
pacity will be increased by more than 
3,500,000 kilowatts within the next two years 
when installation of steam turbine generators 
to be built by General Electric in that period 
is completed, according to officials of the com- 
pany. 

This new equipment will raise the capacity of 
steam turbine electric generating plants oper 
ated by electric light and power companies it 
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types and sizes of stake trucks on 8 
74’, 9, 12’ and 14 bodies. 
weight capacities up to 16,500 Ibs. 


: 116” w.b., 7°10" 
th 148 cu.-ft. capac- 
p 133’ w.b... 9/10" body 
192 cu.-ff. capacity. 


ever you buy trucks, it will pay you to 
mber . . . “Only Dodge Builds ‘Job- 
P Trucks.” 


ha range of 175 “Job-Rated” chassis 
8, your Dodge dealer has the engineer- 
lata to select the right truck to fit your 
save you money. 


simply tell your Dodge dealer what 
you haul, and he’ll specify the right 
ity. Tell him the type and size body 
want, and he’ll specify the right wheel- 
for correct load distribution. Tell him 


Choose from 5 sizes of pick-up trucks on 4 
wheelbases: 116", 120°, 133° and 135’. 
Available in 6%", 7%’, and 9 bodies. 


Dump truck units available for maximum 
gross weight loads up to 23,000 Ibs. Cab- 
Over-Engine or conventional cab models. 


175 BASIC So6-Kaled CHASSIS MODELS 


your grade and speed requirements, and 
he’ll specify the right rear axle and gear 
ratio. All other units such as engine, clutch, 
transmission, springs and brakes .. . will 
be “Job-Rated” for top performance with 
your loads over your roads. 


For maximum economy of operation—for 
long-lasting dependability—get the one truck 
that best fits your job ... the right Dodge 
“‘Job-Rated” truck! 


DODGE DIVISION, CHRYSLER CORPORATION 
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the United States to over 37,000,000 kilowatts, 
a new high. An additional output of nearly 
15,000,000 kilowatts of electric power is pro- 
duced by hydroelectric stations. 

According to C. S. Coggeshall, manager of 
the G-E turbine division, the turbine gen- 
erators which will make up the 34-million kilo- 
watts of power range in output from 10,000 
to 150,000 kilowatts. They will be built at the 
company’ s Schenectady works. 

“Construction of this large amount of steam 
turbine generating capacity will exceed a high 
production rate that was established by orders 
from electric power companies beginning sev- 
eral years before the start of World War II,” 
Mr. Coggeshall said. “In 1940 and the subse- 
quent four war years we built more than 1,000,- 
000-kw of turbine-generator sets each year for 
utilities, and we expect to keep well above that 
figure for the next three years. 

“A recent market analysis,” Mr. Coggeshall 
said, “indicated that steam turbines producing 
14,000,000 kilowatts should be installed within 
the next three to four years. 

“The tremendous buying at the present time 
is expected to continue after 1950, barring any 
national economic upset. Factors influencing 
this continued purchase of power-producing 
equipment include not only the huge prospec- 
tive buying of electric sogmmnees, the construc- 
tion of new homes, and the greater use of 
electricity in industry, but also the need, after 
1950, of replacements for obsolete turbine-gen- 
erator units.” 


Rockwell Manufacturing Buys 
Ohmer Corporation 


Pvrcx ASE of the Ohmer Corporation of Day- 
ton, Ohio, by the Rockwell Manufacturing 
Company, Pittsburgh, has been announced by 
Col. Willard F. Rockwell, board chairman and 
president. 

J. Allen Harlan, who has served as president 
of the Dayton concern for the past year will 
remain with the new ownership as vice presi- 
dent. The company will continue to operate as 
the Ohmer Corporation, a wholly-owned sub- 
sidiary of Rockwell Manufacturing Company, 
and maintain plant and headquarters in Day- 
ton. The addition of the Ohmer property now 
gives Rockwell Manufacturing Company 
twelve wholly-owned subsidiaries and divisions. 

The Ohmer Corporation has been in busi- 
ness in Dayton since 1898. Their products in- 
clude taximeters, fare registers for street cars 
and buses, and cash registers used by commer- 
cial enterprises. 

N. J. Kenny of Pittsburgh has been elected 
president of the Ohmer Corsetation by the 
reorganized board of directors. 


Torsion Testing Machine for 
Wire Offered by Baldwin 


A NEW torsion testing machine for wire has 
been developed by the Sonntag Scientific 
Corporation and is sold exclusively by the 
Baldwin Locomotive Works. The machine will 
test bronze and copper trolley wire, telephone 


and telegraph wire, and steel tie wire with diam- 
eters from .090 to # inch in diameter in ac- 
cordance with ASTM specifications. Three 
twisting speeds, 10, 20, and 30 RPM, with 
reversible rotation, are available with a maxi- 
mum torque of 1,000 inch pounds. Stresses up 
to 80,000 pounds per square inch can be ob- 
tained on one-half inch specimens, The speci- 
men can be preloaded in tension and a reset 
type counter disengages automatically when the 
specimen fails. 


California Transmission Line 
Materials Ordered 


—— oF RECLAMATION has announced the 
award of a $72,177 contract for 38,500 high 
voltage power line insulators for the extension 
of the Government’s transmission line from 
Oroville to the vicinity of Sacramento, Cali- 
fornia. The firm of Hendrie and Bolthoff 
Manufacturing and Supply Company, Denver, 
Colorado, was the successful bidder. A por- 
tion of the insulators to be snplied under the 
contract will be used at the Shasta and Kes- 
wick switchyards. 

Contract for the 230-kilovolt Oroville-Sacra- 
mento line was awarded last July, and engi- 
neers are completing preparations for con- 
struction. 


Construction Loans Announced 


Bray moa loans—chiefly for distribu- 
tion lines, system improvements or new 
or additional generating capacity—recently 
were made to the following enterprises by the 
Rural Electrification Administration: 

Satilla Rural Electric Membership Corpora- 
tion, Alma, Ga., $190,000. 

Forsyth County Electric Membership Cor- 
poration, Cumming, Ga., $1 ; 

Adams o- eeaary Codperative, Camp Point, 
[11., $850,000 

Western Illinois Electrical 
Carthage, I1l., $400,000. 

Corn Belt Electric Codperative, Blooming- 
ton, Ill, $148, 

Franklin ~ Electric Codperative, Hamp- 
ton, Iowa, $220, 

Taylor County Rural Electric Codperative, 
Campbellsville, Ky., $410,000 

South Kentucky Rural Electric Coopera- 
tive poe Nee Somerset, Ky., $62, 

Howell-Oregon Electric Codperative, Incor- 
porated, West Plains, Mo., $533,000. 

Mid-Yellowstone Electric Cooperative, In- 
corporated, Hysham, Mont., $25,000. 

Piedmont Electric Membership Corporation, 
Hillsboro, N. C., $291,000. 

French Broad Electric Le ge Corpo- 
ration, Marshall, N. C., $420,000 

Butier Rural’ Electric Cosperative Incor- 
porated, Hamilton, Ohio, $55,000 

Choptank Electric Codperative, Inc., Den- 
ton, Maryland, $50,000. 

Kiwash Electric ae eons, Inc., Cordell, 
Oklahoma, $441,000. 

Public Utility District No. 1 of Klickitat 
County, White Salmon, Washington, $320, 


Cooperative, 
i 
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ei ; building — industrial, commercial or 
in. residential. CRESCENT products are sold through electrical 
tion f Wholesalers in every large city in the country to electrical 
*o- § contractors, who know from experience or by reputation the 


cir [unfailing quality of CRESCENT WIRES AND CABLES. 


kv TRENTON, N. J. 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





OF BILL ANALYSIS 


A“ but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 


programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about.this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Chicago Detroit Moatreai 
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Where modern speed and efficiency are 
most important, you'll find... 


KINNEAR ROLLING DOORS 


ee ee 





Kinnear Rolling Doors in one f the 
modern shops of the Great Northern 
Railway Company 


oe AS = et 
NEAR THE KINNEAR MANUFACTURING CO. 
NN NEALE SM Factories: 2060-80 Fields Ave., Columbus 16, 0. 
1742 Yosemite Ave., San Francisco 24, California 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tue American Arprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Fe Ford, Bacon & Davis 


* 
n gD VALUATIONS Eng CONSTRUCTION 
REPORTS Meers RATE CASES 

NEW YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Sceam, Tlecce, Gas, Hydro, POWER ENGINEERING SINCE 1906) paicnssing and Expediting 
Rates, Research, Reports, 


Designs and Construction, =» Serving Utilities and Industrials sailecs 
Operating Betterments, R e la Personnel Relat 
eading Philadelph Original Cost Accounting, 


Inspections and Surveys, 


Feed Water Treatment. Washington © New York Accident Preveatioa 
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FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 








cuvccion H. A. KULJIAN & COMPANY vatsaion 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 


LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—lInvestigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston, Mass. “== Washington, D. C. 


J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizatiens 


Consulting Engincering Mergers 
Public Utility Affairs including Integratien 


























== 
PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








ENGINEERS 
AND 


CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ili. 











The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 

































PRi 


Sg 


Con 





261 





blie Ut 























80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. Jackson & MORELAND 
FRANCIS S. FRIEL ENGINEERS 
Consulting Engineers PUBLIC UTILITIES—INDUSTRIALS 
Water, Sewage and industrial Waste Problems RAILROAD ELECTRIFICATION 
Airfields, Refuse Incinerators, Industrial Bulldings OCESIGN AND SUPERVISION VALUATIONS 
City Planning, Reports, Valuations, Laboratory ECONOMIC AND OPERATING REPORTS 
1520 LOCUST STREET PHILADELPHIA 2 BOSTON NEW YORK 
BLACK & VEATCH JENSEN, BOWEN & FARRELL 
CONSULTING ENGINEERS Engineers 
Aporalactes tastiptlgntioge, ot re Ann Arbor, Michigan 
rts, m and su jon con- . 
aeutiien af Public Utility Properties Aetee Investigation: cng Hy Reports 
4706 BROADWAY KANSAS CITY, MO. rate inquiries, _deptaciation, fixed capital 
reclassification, 0: cost, security issues. 
EARL L. CARTER LUCAS & LUICK 
Consulting Engineer ENGINEERS 
PENNSYLVANIA, WEST VIRGINIA’ KENTUCKY DESIGN, CONSTRUCTION SUPERVISION, 
ee ee eee INVESTIGATIONS, REPORTS, RATES 
910 Blectric Building Indianapolis, Ind. 1 231 S. LaSatig St., Cricaco 
W. C. GILMAN & COMPANY ROBERT T. REGESTER 
ENGINEERS Consulting Engineer 
and 
Hyprauuic Strucrurss — Urumiries 
FINANCIAL CONSULTANTS Ficop Contao. — Waren Woaxs 
55 Liberty Street New York Baltimore Life Bldg. Baltimore 1, Mé 
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A. S. SCHULMAN ELEctric Co. 


Contractors 


TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. 


i 


Cricaco 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 


2 i 








MANFRED K. TOEPPEN 
y. ENGINEER 


CoNSULTATION — INVESTIGATION — REPORTS 
= MARKET AND MANAGEMENT SuRvVBYS 
— VALUATION, DEPRECIATION AND RATE 
D MATTERS 


261 Broadway New York 7, N. Y. 











eral Usitity Regulation Annotated 
ICURRENT SERVICE (SEC) 


| blic Utility Holding Company Act of 1935 


THOSE who require brief and 
pointed summaries of the ad- 
ministrative rulings of the Se- 
curities and Exchange Commis- 
sion under the Public Utility 
Holding Company Act of 1935 
will find the FURA-Current 
Service-SEC extremely valuable. 


A time-saving Service for the busy 
man, containing, in addition to the 
authentic rulings, news items, sup- 
plemental notes and hearing sched- 
ules—all assembled in easy-to-read 
pamphlets. 24 Issues annually; in- 
dexed quarterly. Loose-leaf binder 
for convenient filing included in 
subscription price. 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building ¢ Washington 4, D. C. 


M 


$25 


Quarterly 


I 

















You can pick the EXACTLY RIGHT tug — 









Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


—from the Complete line 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 


Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 





PENN-UNION 
ERIE, PA. 


ELECTRIC CORPORATION 
Sold by Leading Wholesalers 


PENN-UNION 


(on 6k. 5 Ok SE Om & oF | Frrrin Gc. “ 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Albright & Fricl, Inc., 
American Appraisal Company, The 


B 
*Babcock & Wilcox Company, The 
*Baldwin Locomotive Works, The 
Berber Gas Burner Company, The 
Black & Veatch, Consulting Engineers 
*Blaw-Knox Division of Blaw-Knox Company ... 


c 


Carter, Eori L., C Iti 

Cleveland Trencher Co., The 

*Combustion Engineering Company, 

Crescent Insulated Wire & Cable Co., iss 

*Cummins Business Machines Division Jo we s.c. 
Corporation 





Davey Compressor Company 
*Davey Tree Expert Company, The 
Day & Zimmermann, inc., Engineers 
Dodge Division of Chrysler Corp. 


Electric Storage Battery Company, The 
Electrical Testing Laboratories, Inc. 


*General Motors Truck & Coach Division . 

Gilbert A lates, Inc., Engi 

*Gilbert —— ogee pares industrial Relations 
Department 





Gilman, W. C., & Gempany, Engineers 
Grinnell Company, Inc. 


Herris, Frederic R., Inc., Engineers 


1 
International Harvester Company, inc. 


Inside Front Cover 


Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers ...... 


Kinnear Manufacturing Company, The 
Kuljien, H. A., & Company, Engineers 


Lefier, William S., 


MM 
Main, Chas. T. 
Manning, J. H., & Company, Engineers 
+termen-Herrlagten Co., Inc. 
*McCormick & Baxter Creosoting Co. 
Mercoid Corporation, The 


Newport News Shipbuilding & Dry Dock Co. 
Inside Back 


Penn-Union Electric Corporation ...... oeseate 
Public Utility Engineering & Service Corporation 


R 
Recording & Statistical Corp. 
Regester, Robert T., Consulting Engineer .... 
Remington Rand Inc. 
Ridge Tool Company, The 
*Ripley Company, The 


Sanderson & Porter, Engineers 

Sangamo Electric Company 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Contractors ... 
Sloan, Cook & Lowe, Consulting Engineers ... 


T 
Toeppen, Manfred K., Engineer 























SHIPS 


x** 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


x*kk 


PRESSURE VESSELS 


xx*rk 


STEEL, IRON and 
BRASS CASTINGS 


x*** 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


xk 


EWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


INEwport NEws, 
VIRGINIA 
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Put these Selling tools to work. You will find them | 
excellent builders of hoth load and goodwill, 






Resistance Welding Program. A 30-min., 16-:.0,/ 
color sound motion picture, “This Is Resistance Welding,” takes yw 
inside 15 industrial plants, and shows how resistance welding is 
ducing costs and increasing production. 


















Electronic Induction Heating Program. \ 3.0 
talking slidefilm, “Electronics Broadens ihe Use of Induction le 
ing,” explains the fundamentals of electronic induetion heating 
its advantages in brazing, soldering, annealing and hardening, 







shows induction heaters in action. 












Laundry Electrifieation Program. A 35-mm, taki 
slidefilm, “On One Condition,” presents a story of a typical law 
owner who climbed on to the profit side of the ledger by mal 
plant electrically fit. The American Institute of Laundering, a 
leading laundry-machinery manufacturers, aided in the film's 
duction. 











Sewage Treatment Program. A 25-min., 16-mai, 
color sound motion picture, “Clean Waters,” portrays to the gent 
public the dangers from pollution of surface waters and shows! 
modern sewage treatment solves the problem with the proper ay 
‘cation of electrical equipment. Produced with the co-operati 

U. S. Public Health Service. 
















‘Industrial Electronics Training Course. 7his om 
is designed to give a thorough understanding of electronics oa 
neering and production personnel. The course consists of: [2 tal 
slidefilms; 25 copies each of 12 review booklets, keyed to the Dat 
films; a manual to help you present the lectures.in the best ray. 







a 





To encourage widespread ‘use these “five programs, booklets : 
manuals are made available to you at the cost of produeing addiii 


copies. ae 


hey 








A sales manual explaining how to best use the film, and a ! vo Ht 
distribution to power users after showing the film are inclu ed? 
of the above programs. Apparatus’ Dept., General Elec: 








wer 
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